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John has been operating the same turret 
lathe for twelve years, making bronze 
bushings. He can turn out only 16 a 
day. His scrap loss is excessive because 
his machine was built in a day when 
modern tolerances were unheard-of. His 
cost per finished piece is high, accuracy 
of his product uncertain. Both combine 
to put John’s employer in a bad competi- 
tive position, force him to quote lower 
prices, put him out of the running with 
products of modern accuracy. That makes 
John’s job uncertain, threatens the very 
existence of John’s company. And at the 
end of the day, John is worn out with the 


physical strain his machine puts on him. 


THE HISTORY OF TWO MEN AND THEIR MACHINES 


Joe operates a 1939 Warner & Swasey 
Turret Lathe. He, too, makes bronze bush- 
ings. He turns out 65 a day, with practi- 
cally no scrap loss at all because of 
the greater speed and accuracy of his 
machine. Joe's cost per finished piece is 
low, his work is accurate to a remark- 
able degree. This puts Joe’s employer in 
a better competitive position to get and 
hold business, and get better prices be- 
cause of dependable accuracy of prod- 
uct. Joe's job is therefore safer. And at 
the end of the day, Joe is fresh, ready 
to enjoy an evening with his family, be- 
cause a modern Warner & Swasey is so 


much easier to operate. 


50 WHAT? 


New Warner & Swaseys make jobs as well as products, 


they cut non-productive waste, they improve employee 


relations because they are easier on the operator, they 


aid all industry because they cut costs and so broaden 


markets to make more goods available to more people. 





For Profits 


CLEVELAND 





MACHINE TOOL SHOW 





October 4 to 13, 1939 





You CAN TURN IT BETTER, FASTER, FOR LESS... WITH A 


WARNER 
SWASEY 
Turret Lathes 
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International 

4ll this week the long row of guns and 
helmets lined up on Business Week’s 
over stood ready to go on the march, 
waiting only for the final resolution of 
the crisis created by the non-aggression 
pact entered into by those strange bed- 
fellows, Hitler and Stalin. The story of the 
German-Russian pact, and what it means, 
is on page 11. But what's ahead for 
business? A comprehensive Report to 
Executives, “Business under Arms,” on 
page 31 tells what happens—what is hap- 
pening—when business is regimented in 
the preparations for war. 


What’s More 


Ricut AFTER Lasor Day a special House 
committee will start an investigation of 
the National Labor Relations Board. 
What’s behind it, and what kind of fire- 
works are ahead—p. 45 . . . Next Thurs- 
day, at Newport News, Va., Eleanor 
Roosevelt is going to christen the 
America, No. 1 item in the U. S. Mari- 
time Commission’s modernization plan. 
All about the shipbuilding boom—p. 14 

. One of the last big stars left shining 
in Publisher Hearst’s battered crown is 
Good Housekeeping magazine, with its 
Seal of Approval which guarantees all the 
many advertisements which appear in 
its pages. This week the Federal Trade 
Commission took a crack at the Seal of 
Approval, charged Good Housekeeping 
with “misleading and deceptive acts” in 
using it—p. 20. 
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The Gradustat, the pres matic 
thermostat with the famous 
Helmet Seal construction 


bring Astounding New Performance io 
PHEUMATIC CONTROL 


INCE entering the field of Pneumatic Control with the Gradutrol 
System. Minneapolis-Honeywell engineers have added 26 distinct 
improvements, many of which constitute major contributions to the indus- 
try. The Gradutrol System has brought to large space heating control a 
new precision, a life-time accuracy. plus economy in installation and oper- 
ation hitherto undreamed of. Gradutrol has become a worthy companion 
of the famous Minneapolis-Honeywell Modutrol System of Electric Control 
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“Five Star’’ Control for Large Space Heating 

* COMPLETE LINE Minneapolis- comfort and convenience for which 

Honeywell is the only manutac- they cre designed. 

turer with a complete line of sim- 

plified control units, both pneu- S wasp RESPONSIBILITY 

aatie Gad elena. y completely engineering a con- 
trol system from start to finish, re- 

%*% IMPARTIAL ENGINEERING sponsibility in every M-H installa- 

Having all types of control, ‘M-H tion is undivided 

Engineers can make impartic! 

recommendations in the selection * DEPENDABILITY AND SERVICE 

of - a. M-H controls cre the result of 

t equipment ...either pneumcti i = 54 ‘ - 

electric or a combination of both nore = years G saceremp 
and the largest, most modern re- 

* OPERATING EFFICIENCY search and manufacturing facili- 

M-H Precision Control enables ties. Service is available through 

heating or air conditioning systems cn international network of branch 

to deliver economically ail the ottices and distributors 























When you install Minneapolis-Honeywell Automatic Controls on your 
heating or air conditioning system, you know you are getting a control 
system backed by an engineering responsibility which insists that the | 
best is none too good. M-H Engineers are ready to work with your } 
architect. engineer, or contractor in solving your control problem. Minne- 
apolis-Honeywell Regulator Co., 2728 Fourth Ave. S., Minneapolis, Minn. 
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HELP BREAK 
ANOTHER WELL-DRILLING 
RECORD 


oe, 


eR 
Ws 


AN ALLIS CHALMERS RIG, powered by 
a 275 HP Atlas Imperial Diesel and 
owned by Capt. R. B. Fields of Okla- 
homa City, Okla., recently drilled a 
well 6358 feet deep in 26 days. 


THIS IS SAID TO BE A RECORD far beyond 
anything previously accomplished. 


ON THE MAIN DRIVES were three Fast’s 
Self-aligning Couplings, manufactured 
by the Bartlett Hayward Division of 
Koppers Company. In the oil industry, 
as well as in many others, where con- 
tinuous service is important and inter- 
ruptions are costly, men are depending 


on Fast’s Couplings. 


Here are some of the other Koppers 
products which do a better job for you: 
Coal and Coke, Coal Preparation Sys- 
tems, Coke and Gas Plants, Purification 
and Recovery Equipment, Boiler and 
Industrial Electric Power Stations, In- 
dustrial Chemicals, Creosote, Municipal 
Incinerators, Castings, Special Machin- 
ery, American Hammered Piston Rings, 
D-H-S Bronze, Material-handling 
Systems, Pressure-treated Timber 
Products, Tarmac Road Tars, Coal 
Tar Pitch Roofing, Waterproofing, 
Bituminous-base Paints, Ships, Barges. 


LET A 
PROBL 


Koppers Company, Pittsburgh, Pa. 
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NEW BUSINESS 





Making Money 


Fisk Russer Corp. expects to spend 
$1,200,000 in the next 18 months for re- 
search and new equipment. 

It will cost Eastman Kodak Co. $500,- 
000 to build and equip a three-story 
brick-and-steel addition to its Chicago 
plant; the architects are Schmidt, Garden 


| & Erickson, Chicago. 


Anheuser-Busch, Inc., has engaged 
Borsari Tank Corp. of America to pre- 
pare plans for a five-story fermenting 
and storage cellar in its St. Louis brewery; 
the cellar and equipment will cost $750,- 
000. 

About $1,300,000 is to be spent in a 
plant expansion program approved by 
the directors of Rustless Iron & Steel 
Corp., Baltimore, subject to the preferred 
stockholders’ authorization of the neces- 
sary borrowing. 


| What's New? 


FEATURING BEAUTY AND DURABILITY, silk 


| stockings with a new kind of Lastex top 


are offered by Brown, Durrell Co., 200 
Madison Ave., N. Y. . . . They’re called 
Gordon-Ne-Flex hosiery; their Lastex top 
isn’t sewn into the silk but is knitted 
into it, with the lacework in and between 
the Lastex bands; and they’re priced at 
$1.35 and $1.15 a pair and will be chiefly 
distributed through department stores 
and specialty shops. 


Our Times 


Cevanese Corp. or America has sued 
Tubize Chatillon Corp. for alleged in- 
fringement of its patents covering 
abraded yarns—but Tubize replies it has 
patents of its own “and is prepared to 


| defend its position.” 


Two Thanksgiving Days will compli- 
cate life for cranberry growers, by neces- 
sitating “two sets of newspaper, radio, 
and promotion schedules, subject to the 
states’ decisions,” says A. U. Chaney, 
president of the American Cranberry 
Exchange, 90 West Broadway, N. Y., a 
growers’ cooperative. 


Sales Strut 
A new sca.e, called “Size-O-Weight,” 


| which Jantzen Knitting Mills, Portland, 
| Ore., supplies to its dealers, enables cus- 


tomers to weigh themselves unembar- 
registers the 
of swim suit, not the 
weight in pounds. 

Loveman, Joseph & Loeb, Birming- 
ham department store, have a Gadget 
Shop in which all the articles are open 
to view; so sales of miscellaneous kitchen 
items have doubled. 

We've got to make ’em eat more pork 
—that’s what Chairman Thomas E. Wil- 
son of Wilson & Co. told the National 


Assn. of Retail Meat Dealer 
convention . . . It seems peop 
ing less pork now, partly be 
turned to substitutes during th 
a couple of years ago. 


Adhibitions 


“Dark, trim Josephine Far: 
sar ‘42, commented on the fa 
freshmen look at seniors, wo 
their ‘colossal fannies’ come fr 
years of sitting around witho 
dles. ‘A word to the wise 
grinned.” 


That’s from a full-page Bony 
ad, in the new style that son 
ment stores have adopted—a pay: 
imitates ordinary 
mixing pictures with news head! 
stories. 

Here’s an old slogan back agair 
with fresh trimmings: Zonite P 
Corp. is reviving its “4 out of 5” 
for its Forhan toothpaste—but this ti: 
the dreadful thing that “4 out of 5 ha 
isn’t pyorrhea itself, it’s gingivitis, w! 
is described as a common gum inflam: 
tion that often precedes pyorrhea 

For $10 you can buy “Scientific & 
ing,” written by W. S. Townsend t 
plain the Townsend copy-testing pla 
and issued by Calkins & Holden, N. \ 
the agency in which Mr. Townsend js 
a partner. 


Births & Rebirths 


A numBeR of Indianapolis business mer 
have organized a new $250,000 compar 
Ferrel Merchandisers, Inc., which » 
concentrate on the marketing of “st 
apparel,” including men’s socks, pajama: 
neckwear, sports shirts, and underwear 
and will make all sales direct to the « 
sumer. 

National Adhesives Corp., N. Y 
changing its name to National Star 
Products, Inc And it has bought 
Piel Bros. Starch Co., Indianapolis, ani 
will operate it as a division. 

A new company has been organized ' 
develop national distribution of 
“K-Treated” process in the fabrics fir 
using Koroseal, a synthetic proc 
material developed by B. F. Goodri 
Co. . . . The new firm is Comprehens 
Fabrics, Inc., 37 W. 27 St., N. Y; 
president is Joseph A. Kaplan, and it w! 
license manufacturers in many lines. 


Add What’s New? 


Putnam Bata-Bioom, which softens 
bath water, is offered by Monroe Chen 
ical Co., Quincy, Il. 

Completex, made by Completex Miz 
Corp., 565 Fifth Ave., N. Y., is a powder 
insecticide, described as odorless, nov 
poisonous to human beings, and de 
structive of insects and larvae. 


newspaper 
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WASHINGTON BULLETIN 





WASHINGTON (Business W eek Bureau) 
—Congress, if it is called into extra 
session by Roosevelt because of the 
European showdown, will be more 
jsolationist than when it adjourned 

less disposed to modify the neu- 
trality law. Realignment of political 
and economic forces in Europe is 
increasing the conviction of the 
arms embargo advocates that they 
are right in retaining the manda- 
tory ban on the shipment of arms 
and munitions instead of substitut- 
ing a “cash-and-carry” provision 
that would permit big naval powers 
to buy their requirements here. 


Blind Spot Exposed 
Tue Latest Stavin-Hit er deal proves, 
they insist, the danger to the United 
States of monkeying in power politics. 
Immediate reaction here to Hitler's 
coup is chagrin that the blind spot in the 
policy of defending democracy wherever 
it is attacked was so quickly and brutally 
exposed. The blind spot is, of course, re- 
liance on participation in this collective 
security policy of a dictatorship generally 
included verbally in the list of “democ- 
racies”—the Soviet Union. 


Arms Embargo Will Stick 


Ir CONGRESS CONVENES in special session, 
Roosevelt will insist on repeal of the 
mandatory embargo on “arms, ammuni- 
tion and implements of war” to bel- 
ligerents. But not until there is the 
most extraordinary change in sentiment 
in the country, wearing down the isola- 
tionist attitude of this powerful peace 
group on Capitol Hill, will the President 
have the ghost of a chance to get what 
he wants. 


Settling Bolivian Oil Grab 


Insipers say that the visiting Bolivian 
government officials will make overtures 
for settlement of the confiscation of 
Standard Oil’s current production, if they 
can wangle some financial assistance 
from the Export-Import Bank. The 
death this week of President Busch, who 
supported confiscation, is regarded as im- 
proving prospects for a solution. 

If the Bolivians try, however, to inject 
some arrangement for our taking Bolivian 
tin ore, they will be disappointed. Uncle 
Sam is interested in building up a reserve 
of tin, but isn’t interested in the ore, 
because there are no tin smelters in this 
country. 


Piling Up Reserves 

Wira CONSERVATION of essential war ma- 
terials already applied in Britain, this 
government is moving promptly to build 
up stock piles of the most necessary com- 


modities. Mostly imported, these include 
chromium, manganese, tin, tungsten, rub- 
ber. Some rubber is assured in exchange 
for cotton by the recent barter deal with 
Britain. Catch is that Congress voted 
100,000,000 but made only $10,000,000 
available for purchase of strategic ma- 
terials, other than rubber, this year. 


Rap Cosmetic Names 


A BOMB DROPPED on the entire cosmetic 
industry this week in the form of a 
warning that the Food and Drug Admin- 
istration considers many time-honored 
cosmetic names to be false and mislead- 
ing, in violation of the new Food and 
Drug Law. The warning tells manufac- 
turers plainly that they may no longer 





Bonneville Boss 


Dr. Paul J. Raver, chairman of the 
Illinois Commerce Commission, was 
appointed this week, by Secretary of 
the Interior Harold Ickes, as Ad- 
ministrator of the Bonneville project. 
He succeeds John Delmage Ross, 
first Bonneville Administrator, who 
died this spring, takes over on Sept. 
15 from Acting Administrator Frank 
Banks, who returns to his job in 
charge of construction of Grand 
Coulee Dam. Despite the fact that 
Dr. Raver, a former teacher of Pub- 
lic Utilities at Northwestern Uni- 
versity, is expected to follow the 
policies of his predecessor, giving 
prime consideration to the social 
uses of power, he is known as a prac- 
tical, independent, fair-minded civil 
engineer. 


use such designations as contour cream, 
crow’s foot cream, eye wrinkle cream 
hair grower, hair restorer, muscle oil 
nourishing cream, skin conditioner, skin 
food, tissue cream. Further, they ar 
told they cannot represent cosmetics as 
valuable because of their vitamin content 
without running the risk of having their 


products seized 


Stamp Plan for Cotton 


Look FOR APPLICATION of the stamp plan 
to low-grade cotton goods and garments 
soon. As in the distribution of surplus 
food through 
Rochester and elsewhere, reliefers would 


commercial channels in 
purchase a given amount of stamps and 
receive free stamps valued at 50° of the 
purchased amount 

A variation on the food-stamp plan 
that is under consideration would pro 
vide, however, that instead of cashing 
the stamps at local banks, retailers would 
apply them against their bills to jobbers, 
jobbers would pay off the manufacturers, 
and manufacturers would pay off cotton 
dealers who in turn would use the stamps 
to buy cotton from the Federal Surplus 
Commodities Corp 


Food Stamps in Big Cities 

First BIG Town to be included in the 
food-stamp plan probably will be Phila- 
delphia. Expansion in coming months 
will include eight or ten cities in New 
England, New York, and Pennsylvania; 
ten in Ohio, Michigan, Illinois, Wiscon 
sin, Indiana, and possibly Missouri; eight 
or ten on the Pacific Coast, including 
Portland and possibly Salt Lake City 


Aim at Industrial Insurance 


BercAUSE INDUSTRIAL INSURANCE is poor 
man’s insurance, the Securities and Ex- 
change Commission is pointing its inves 
tigation toward federal regulation 

While current hearings before the tem 
porary National Economic Committee 
will show that the companies have be- 
haved very well on the whole, the lack 
of safeguards to policyholders against 
abuses will be underscored. Investigators 
point out that $193,000,000 of new busi 
ness written in 1928-37 gave policyhold 
ers only very brief periods of protection 
because, on account of lapses, the total 
represented a net gain of only $6,500,000 


Argue over Cost of Living 
RervutinG Roosevelt's recent declaration 
that the difference in living costs justifies 
a 10% lower wage in the South than the 
North, Assistant Wage-Hour Adminis 
trator Fletcher this week produced a 
Bureau of Labor Statistics report showing 
that living costs are only 3% lower 

That means, said Fletcher, that a 











Business Week - August 26. 1929 

Business 
Southern worker would have to |} 
annual income of $970 to live as 
a Northern worker lives on $1,000 
Under the President’s formula, j; 
would have to pay the Southern 
only $900 as against $1,000 in the ° 


WPA Furloughs Begin 
Next week, WPA will begin to fu 
workers (excepting veterans) why 
been on the relief roles continuous 
18 months or more, subject to re-cer 
tion at the end of the 30-day fur 
and the big trimming of WPA will 
full swing. 

WPA’s appropriation of $1,477,0 
for the current fiscal year will tak 
of an average of 2,050,000 workers 
gress voted the 34% reduction fro 
year’s $2,250,000,000 appropriati: 
President Roosevelt’s 
gressional provisions dictated only 
and what should get the ax first 
theater project which was elimi: 
although its personnel may be transferr 
to other work; certain other federal pro; 
ects, unless taken over by local sponsors 
and the workers who have been on the 


OL. 





request. 





— research and develop. 


ment... constant thinking in terms 
rolls a year and a half. 


F.D.R.’s Fault, Not Congress’ 
Coneress has been generously criticized THE 11 
by Mrs. Roosevelt, among others, for PRODU 
arbitrary action, but the total reduct ated t 
in WPA rolls is determined, not by * Automo! 
| methods prescribed by Congress but + Residen: 
| the cut in WPA funds on which Congress Engines 
. ’ * Electric 
followed the President’s recommendat jae 2 
The 30-day furlough which in many ca Bitumin 
is tantamount to discharge was 01 
little more stringent than an alternativ: 
| suggestion by Col. F. C. Harrington, 
| WPA Administrator. He suggested that 
| those certified for WPA jobs six months 
| or longer but never employed sho 
| have precedence over the 400,000 worker 
| who have been on the rolls three years or 
more. About 750,000 persons are on 
WPA’s waiting list. 


of tomorrow ... account for the amazing 
progress of American business and 
industry. 


The men who do the vital develop- 
ment work, with brains and hands, also 
have their personal tomorrow to take 
care of. It is of infinite importance to 


their organizations that these men be 
TRADE 


* Miscella 
* All Oth 
Check I 
Money | 
Departn 


PRICES 
Spot Ce 
Iron an 
Scrap S 
Copper 
Wheat | 
Sugar ‘ 
Cotton | 


free to concentrate on their work ... free 
from “ outside” worry and distraction. 

One of the simplest and most effec- 
tive ways to meet the human needs and 
problems of employees is found in 
Connecticut General's Protected Pay 
Envelope Plan, a new coordination 





of group insurance benefits providing 


financial protection for employees in 
case of accident, sickness, death or 
old age. 


Trimming WPA Rolls 


WPA job peak in fiscal year 
"39 (Oct. "38) 
No. on WPA at fiscal year's 


3,350,000 


Wool Ti 
Rubber 


FINAN 


end (June, °39) 2,550,000 Corpora 
WPA's appropriation, °39 U. Ss. B 
fiscal year 2,250,000,000 U. S. T 
WPA's appropriation, ‘40 Call Leos 
fiscal year Prime C 
No. for which ‘40 appro- Business 


priation provides 
BANKI 


6.952 Demand 
Total L 
25.456 Commer 

769 Securitie 
U. S$. G 
Other § 
650,000 Excess 
400,000 Tetal F 


This plan is thoroughly outlined in 
our new booklet “The Protected Pay 
Envelope,” a copy of which will be sent 


$1,477 000,000 


to you upon request. Have your 2,050,000 


Cut off by elimination of 
Federal Theater 
*Art, Music, Writers, His- 
torical Surveys 
*Research Projects 
Discharge of workers on 
rolls 18 mos. 
By Aug. 31 
Remainder of fiscal year 


secretary write for yours today. 


Connecticut General 
LIFE INSURANCE COMPANY 


Hartford mS Connecticut No. of eligibles on WPA 
“waiting list’’ 
THE OF PAY ENVELOPE Sto. on WPA fun. 


STOCK 
50 Indu 
20 Railr 
20 Utili 
80 Stocl 
Volume 


750,000 
2,050,000 


* May be continued if taken over by 
by local sponsors. 











Life, accident, sickness insusance, annuities, and all group lines 
® & Factor 
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THE FIGURES OF THE WEEK 












BUSINESS WEEK'S INDEX OF BUSINESS ACTIVITY 
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GLatest Preceding Menth 6 Months 
Week Week Age Ago Age 


tii deine scebbeees eahehab ab ibedeceusseessaveutneiseabaade *101.1 {101.1 100.2 99.8 84.5 


PRODUCTION 
ee ee, eee «6S GE CIID, 5 no 5c 00000 06060066000006000 0058 62.2 62.1 60.6 53.7 42.8 
CL, «cc cde ks Ch desheh esha ebehaseedeneseeoneaneeosees 12,955 24,875 47,420 79,860 23,940 
* Residential Building Contracts (F. W. Dodge, 4-week daily average in thousands) $4,319 $4,224 $4,492 $3,397 $3,475 
*# Engineering Construction Awards (Eng. News-Rec. 4-week daily av. in thousands) $9,446 $9,371 $7,890 $9,266 $9,845 
* Electric Power Output (million kilowatt-hours)........ 2... 6... csceeeecccuee 2,368 2,333 2,295 2,249 2,139 
rr rr re. Py Ce ccc nnckonbeeeuees660eueeneeeenecs 2,481 3,550 3,584 3,324 3,393 
Bituminous Coal (daily average, 1,000 toms)... ....cccceecsccecseseusecesece 1,238 1,217 1,190 1,433 1,007 


















TRADE 
* Miscellaneous and L.C.L. Carloadings (daily average, 1,000 cars).......... eee 68 68 68 61 63 
* All Other Carloadings (daily average, 1,000 cars)....... 2... .sseceeeecus eee 43 42 4a 35 35 
Check Payments (outside N. Y. City, milliome)...............ccceecccces on $4,128 $3,685 $4,224 $3,637 $3,817 
Money in Circulation (Wednesday series, millions)................00e0seeeee $7,091 $7,070 $7,022 $6,695 $6,485 
Department Store Sales (change from same week of preceding year)........ 


PRICES (Average for the week) 

















Spot Commodity Index (Moody's, Dec. 31, 1931=100)........ 2... ccccncccees 140.1 138.9 141.0 143.8 143.3 
ee ee Bes Gee GENER, GED cc cccwccccccccccecccsasseceocesosese $35.97 $35.93 $35.86 $36.38 $36.49 
Seep Steed Gaenpesite (ivan Aga, GEB)..ccccccccccccccccccccccesccscceseses $15.46 $15.46 $15.13 $15.08 $14.50 
Copper (electrolytic, Connecticut Valley, Ib.)...... 2... 66. cece een nwneenne 10.500¢ 10.500¢ 10.250¢ 11.250¢ 10.125¢ 
Wheat (No. 2, hard winter, Kansas City, bu.)..... 2.2... c ccc c cee c cnn eceeee $0.64 $0.63 $0.65 $0.68 $0.65 
Sugar (raw, delivered New York, Ub.).... 2... cccccccccccccssccsccccceses 2.83¢ 2.81¢ 2.90¢ 2.76¢ 2.78¢ 
Cotten deniddiing, Mow Yorks, Bh.)....ccccccccccccscccccccccecsccccccccccecs 9.23¢ 9.34¢ 9.53¢ 8.92¢ 8.37¢ 
Weel Tepe (Now York, BD.) . 2... ccccccccccccccccscc.coscccccccesccees wii $0.860 $0.857 $0.877 $0.865 $0.812 
Rubber (ribbed smoked sheets, New York, Ib.).... 1... 6000 c cece ce wwnenceues 









FINANCE 






Corporate Bond Yield (Standard Statistics, 45 issues)... . ~~~... 6.6 ss ceeennees 5.73% 5.64% 5.63% 5.71% 5.80"; 
U. S. Bond Yield (average of all issues due or callable after twelve years)... .. 2.17% 2.17% 2.16% 2.43% 2.50% 
EEE ES ee eres renee 0.43% 0.43 % 0.44% 0.63% 0.71% 
Call Loans Renewal Rate, N. Y. Stock Exchange (daily average). ............ 1.00% 1.00% 1.00% 1.00% 1.00% 
Prime Commercial Paper, 4-to-6 months, N. Y. City (prevailing rate).......... %-% % %-% % 1 -% % %-% % %% 





Business Failures (Dun & Bradstreet, mumber)............sseseesseeeeee oe 









BANKING (Millions of dollars) 









Demand Deposits Adjusted, reporting member banks...............++++ eeeue 17,641 17,531 17,387 15,951 15,020 
Total Loans and Investments, reporting member banks............ ..+-e+++05 22,337 22,274 22,025 21,608 20,632 
Commercial and Agricultural Loans, reporting member banks...............- 3,912 3,917 3,893 3,761 3,900 
Securities Loans, reporting member banks. ...... ~~... 2... sce cceceenncncceee 1,195 1,153 1,143 1,346 1,210 
U. S. Gev’t and Gov’t Guaranteed Obligations Held, reporting member banks. . 10,811 10,789 10,664 10,157 9,302 
Other Securities Held, reporting member banks.................++- 9406004660 3,340 3,329 3,245 3,246 3,107 
Excess Reserves, all member banks (Wednesday series)...........-..+++++> 4,590 4,530 4,485 3,166 2,927 
Tetal Federal Reserve Credit Outstanding (Wednesday series)........ pesees 2,453 2,462 2,537 2,587 2,587 










STOCK MARKET (Average for the week) 








50 Industrials, Price Index (Standard Statistics). ...... ~~... sceeccceneeweee 108.0 112.1 116.9 120.3 123.0 
20 Railroads, Price Index (Standard Statistics)... .......-6-seeceecceeneeees 26.1 275 29.3 30.1 29.3 
20 Utilities, Price Index (Standard Statistics) .......... 6+ -seeeseeee eccccce 68.6 718 70.7 69.7 59.5 
90 Stocks, Price Index (Standard Statistics)... .... 1... -sceceeewwenceweeeee 89.1 92.7 96.0 96.1 986.0 
Volume of Trading, N. Y. Stock Exchange (daily average, 1,000 shares)...... 740 1637 1,103 689 768 





* Factor in Business Week Index. * Preliminary, week ended August 19th. t Revised. § Date for “Latest Week” on each series on request. 
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“Handmade? Of Course Not!” 


“Why, most everything in this store is made by machines nowadays. If it weren't, I 
wouldn't be selling half these things, and you couldn’t buy them. They'd cost too much.” 


I’ MANUFACTURED aarticles had to be made 
by hand, very few American families would 
be able to enjoy electric lights, automobiles, 
silk hose, daily newspapers, telephones, or the 
other comforts and conveniences of life today. 
Even the necessities, such as food and cloth- 
ing, would be scarcer and more expensive. And 
there wouldn’t be the number of factory jobs 
there are in America today, or millions of 
other jobs selling, servicing, and supplying the 
raw materials for the hundreds of new prod- 
ucts that machines have made possible. 

Fifty years ago, there were only 4,000,000 


factory jobs in this country—today there are 
twice as many. Because industry devised ma 
chines to make products at low cost, more 
millions of people could buy them. And be 
cause more were bought, more men were 
employed making them. 

General Electric scientists and engineers, 
by applying electricity to the machines of in 
dustry, have been responsible for much of this 
progress. Their efforts today are creating not 
only MORE GOODS FOR MORE PEOPLE AT LESS 
cost, but also MORE AND BETTER JOBS 
AT HIGHER WAGES. 


G-E research and engineering have saved the public from ten to one hundred dollars 
for every dollar they have earned for General Electric 


GENERAL @ ELECTRIC 


90-128H6 


NEW YORK WORLD'S FAIR—SEE THE G-E ‘‘HOUSE OF MAGIC’’—SAN FRANCISCO EXPOSITION 
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THE BUSINESS OUTLOOK 


Caution pervades markets as European develop- 
ments prompt a “‘be liquid” policy and check forward 
buying. Automobile industry’s shift to 1940. production 


will be sustaining factor over next few critical weeks. 


As ret, European developments have 
produced no outward manifestations of 
business deterioration. The stock market, 
it’s true, has been suffering from a bad 
case of nerves, going down on threats of 
bloodshed, rallying on hopes of peace— 
very much in keeping with its action dur- 
ing last September’s Munich crisis. But 
for three successive weeks the business 
index has remained remarkably steady— 
unchanged at 101.1; and commodity 
prices have actually gone up on the war 
news—wheat, sugar, cottonseed oil and 
lard particularly. Underneath the surface, 
however, the immediate business outlook 
has been affected adversely. 
Keeping Liquid 

The bond market suggests what’s hap- 
pening to business. Recent offerings of 
high-grade corporate securities have gone 
over anything but well; in the argot of 
Wall Street, they’ve been sticky. And 
United States government bonds— 
strongest of the strong—have been de- 
cidedly weak these last ten days. There 
has been selling of short-term issues by 
foreign banks and investors in pursuit of 
liquidity; but there has also been liquida- 
tion by American banks of longer-term 
governments, presumably with a double 
motive: to avoid a decline in the govern- 
ment market if one comes and to avoid 
being overextended if interest rates 
should be rounding out a bottom. They 
are going on this traditional theory: when 


war comes, it’s smart to be liquid. 

Business men, too, are governed by a 
natural and understandable caution. The 
inevitable result is that forward com- 
mitments are not being made; that buy- 
ing for inventory is being halted; that 
new contracts are being withheld. It’s 
part and parcel of crisis uncertainty— 
better to be uncommitted and sure of 
where you stand, than be committed and 
be speculating on a turn one way or the 
other. So, over the next few weeks, busi- 
ness operations are bound to reflect the 
influence of the caution that prevails to- 
day. There just won’t be the volume of 
new orders and new plans and new un- 
dertakings. that business men—on the 
basis of the current level of business 
activity—would be warranted in ex- 
pecting. 


Autos In Action 


By no means, however, will business 
crack up. There is a strong undercushion 
in the automobile industry. The last of 
the “thirty-niners” rolled off the assem- 
bly lines this week, and next week the 
volume of output will step up sharply. 
That means that, for a while at any rate, 
the pulse of business will beat pretty 
much to the rhythm of 1940-model auto- 
mobile production—a rhythm which is 
not controlled by moves in Europe but 
by a predetermined operating schedule 
calling for getting out cars fast for 
October display. 





In the Outlook 


The Great Decision! All this week 
business held its breath as the stert- 
ling rapprochement of those “sworn 
enemies,” Hitler and Stalin, threat- 
ened to touch off the long-predicted 
European conflagration. How it all 
happened—page 11. What lay be- 
hind it in the line of business prep- 
aration—page 31. What it might 


mean—page 52. 
International 


Sorfote 





Packard, Nash, Hudson, and Stude 
baker have been turning out 1940 cars 
in volume, and Pontiac, Buick, Plymouth 
and Dodge production on 
new models in earnest this week. Chev 
rolet and then Ford will be along next 
month. This completion of changeover 
means that within the space of, say, six 
to eight weeks, weekly production will 


went into 


rise from last week’s low of 12,955 units 
to more than 50,000. That sharp step-up 
in output will keep industry 
pretty much on a level keel, affecting as 
it does virtually all American business 

tires, upholstery, 
plastics, machinery and so along. Indeed, 


moving 


plate glass, steel, 
it is even possible that the motor car 
industry’s burst of tide 
general industry over the worst of the 


effects of the war developments. 


energy may 


Inventory Outlook 

In the meantime, the basic conditions 
of domestic business suggest that third- 
quarter earnings will be 
Profit margins are widening, as volume 
expands, and it is easily possible that the 
automobile production pickup may push 
the total volume of business next month 
to a new high for the year (BW—Aug 
12°39,p13). Distinctly encouraging right 
now is the sound inventory position of 
most corporations. This year, commodity 
prices as a whole have ruled remark 
ably steady, and therefore inventory 
losses, if they exist at all, are small. And 
now the unsettlement abroad has created 
another phase of hand-to-mouth buying 
on the part of most purchasing agents, 
which implicitly suggests that year-end 
writeoffs will not disturb stockholders. 

Despite the comparative steadiness of 
the general commodity price structure, 


encouraging. 
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there have been specific maladjustments. 
Agricultural products, because of domes- 
tic oversupply, have been under per- 
sistent pressure (as so often has been 
noted here). Government aid to the 
farmer can be counted on as a continuing 
policy of this administration to sustain 
rural purchasing power. Crude oil prices 
also have been hit by overproduction, 
but the sharp curtailment this week 


with output at the lowest level since 
1935—has already worked wonders in 
hardening the petroleum price structure. 
After crude prices were restored to former 
levels in the Mid-Continent area, gaso- 
line prices rose. 


Hosiery Prices To Go Up 


In one industry a rise in prices has 
caused a curious inventory loss. Manu- 


Business Week - August 2+ 


facturers of full-fashioned hosier 
not boosted prices to compensa! 
for the 80% rise in silk prices sii 
year. Now, manufacturers are r 
orders for delivery beyond Oct 
which time price markups will lx 
to take into account all the adva 
the price of the raw material and 
creased labor costs under the \' 
and Hours Act. 





The Regional Business Outlook 


























51,886 sq. mi 16,756,000 
New Yorx—Since the first of the year, 
business in this compact, industrial 
region has been characterized by steady 
expansion, despite the January-May 
decline in activity for the country as a 
whole. Lately, in response to rising de- 
mands from wholesalers and retailers, 
the pace of activity has quickened 
perceptibly, auguring better fall trade. 

Men’s clothing production is some 
25% ahead of last year, and in the 
women’s dress field the rush of orders 
has caused makers of cheaper lines to 
start production early, instead of “tak- 
ing their time” to study the styles of 
expensive models. In the dress trade, 
this is usually regarded as a good sign. 

In cities like Bridgeport, Newark, 
Syracuse, Rochester, Buffalo, employ- 
ment is expanding throughout a broad 
line of diversified industry—in line with 
expansion in national business activity. 
But whereas earlier in the year, gains 
here were largely in textiles and other 
consumer goods, now the automobile 
accessory, electrical equipment, machine 
tool and general machinery plants are 
taking on men. 


Recent Trade Pickup 


Retail trade—despite this rise in 
manufacturing activity—has been dis- 
appointing. The World’s Fair has not 
stimulated business markedly in New 
York City, and this is the only Reserve 
district in which department store sales 
are not ahead of a year ago—even 
slightly. But in recent months there’s 
been a pickup. 

Because of war uncertainties, the up- 
turn in industrial activity and cor- 
porate earnings has failed to stimulate 
speculative activity in the stock mar- 
ket. Brokers are still combining to cut 
expenses, and payless vacations are 
once more the order in Wall Street. 


248.226 sq. mi pop. 12,085,000 


AtLanta—Here, despite the low price 
for cotton, merchants are looking for- 
ward to bumper business this fall. 
They’re encouraged by what’s already 
happened. Department store sales in 
this Reserve district have been con- 
sistently leading the country in per- 
centage gains over last year, and if the 
pace of the rise continues, this month 
will go down as the best August in 
history. 


Buying Power Up 

Purchasing power has been lifted by 
(1) a huge increase in government cot- 
ton payments which have managed to 
buoy farm cash income above last 
year and (2) a marked rise in employ- 
ment and payrolls. Shipbuilding, long a 
dormant industry, has been revivified 
by government orders at Tampa, Fla., 
and Pascagoula, Miss.; steel operations 
at Birmingham are at 80% of capacity, 
well ahead of the national rate of 62%; 
cotton textile mills in Tennessee, Geor- 
gia, and Alabama have participated in 
the rise in consumers goods demand. 
Construction, as in the country as a 
whole, is up; and in Miami, work is 
being pushed on numerous new hotels 
—in anticipation of a winter hejira 
of northern business men. 

Now that the citrus crop is marketed 
and tobacco prices are generally down, 
chief prop to fall agricultural income is 
the cotton going to market. This year 
farmers planted their best land to the 
boll, and in-pocket income ought to be 
considerably better than last year, par- 
ticularly since the price rise of $2.50 
a bale is more than sufficient to off- 
set the 100,000 bale drop in_pro- 
duction. So with fall farm income 
promising to be up and with employ- 
ment and payrolls high, it’s no wonder 
that merchants are bullish. 


i 2 
480.438 sq. mi pop. 8,155,000 


Kansas Crry—Mercantile sentiment 
throughout this widespread, unpopu- 
lous region seems to be much better 
than underlying business conditions 
possibly because merchants are op! 
mistically influenced by reports of 
dustrial well-being throughout tl. 
United States. At wholesale markets 
here and in Denver, retailers—buying 
for fall—have been generous with « 
ders, despite the fact that department 
store sales in this Reserve district have 
barely held their own this year, as 
against gains of 5% for the country 
Rural purchasing power has run 
ahead of 1938, bolstered (a) by ma: 
ketings of carryover wheat and cori 
and (b) by substantial governmen! 
bounties. But that improvement cannot 
be expected for the fall. The wheat crop 
is 20% lower than 1988 and prices hav: 
been down. Drought has cut the corn 
crop sharply in Kansas and Nebraska 
And in the western states of this Re- 
serve district—northern New Mexico, 
Colorado, and Wyoming—subnormal 
rainfall has damaged the range as well 


“as crops. The rise in the price of cotton 


is insufficient to offset the 20% drop in 
Oklahoma production. 
Hog Liquidation 

Industrial activity out here is less 
important as an income producer than 
agriculture, and tends to be more stable. 
That’s why merchants watch the farm 
markets, and right now are watching 
cattle prices as the mainstay of buying 
power this fall. Income from sales of 
hogs could be substantial if farmers con- 
tinue their policy of recent years of 
liquidating swine because of short corn 
crops. But that would be, in effect, the 
marketing of capital assets, and the 
proceeds would be “earmarked,” not 
“free” purchasing power. 


The Regional Outlook surveys each week three of the twelve business areas of the country. 
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Europe at Crossroads—Again 


And its future course continues to hang on the 


relative bargaining power of the major nations. 


Business 


studies long-range implications of crisis. 


Tuere was A “prnc” from the little bell 
that serves as an exclamation point for 
the market news ticker and the inked 
roller began to strike off London closing 
prices Then, without benefit of tocsin, 
came another item: 

“Lonpon—An Exchange Telegraph 
dispatch from Warsaw today reported a 
German patrol had crossed the East Prus- 
sian frontier and penetrated almost a 
mile into Poland. There is no confirma- 
tion of this from any other source. The 
dispatch said that the Germans occupied 
the Bagno estate in the Ilawa district.” 

—And that’s the kind of news that 
business has been listening for all week, 
the kind of news that exploded among the 
ticker quotations of August, 1914. Ex- 
pectation of such news had slowed down 
forward buying (page 9), kept execu- 
tives hanging over their home radios late 
at night. Far bigger news had preceded 
and has followed this useless rumor that 
soldiers had finally thrust their bayonets 
through the dam of negotiation but, per- 
haps, none so dramatic for those with 
raw memories of the tense August days 
when the flood was being loosened 25 
years ago. 

Looking through the welter of news 
that started with the Russo-German anti- 
aggression pact, and went on through the 
President’s peace appeal to the King of 
Italy toward the week-end’s action and 
rumors of action, American business men 
studied certain underlying consequences 
of the crisis. 


It was clear that the United States was 
deeply involved. However the Russian 
double-cross might have strengthened the 
isolationist sentiment 
economic interests could not be isolated 
from the shifting situation in Europe. 
The President had swept us into the 
peace parleys. Our markets had been re- 
acting to the news from abroad. We 
were, for example, bound to be affected 
if Russia kept herself free to bring in- 
creasing pressure on Japan and thus the 
new developments gave Japan a face- 
saving excuse to bargain her way out of 
direct conflict over western claims in 
China, take English credits, instead of 
Hong Kong. 

The caution that was felt behind Brit- 
ain’s bold stand set Americans to consid- 
ering how deeply imbedded in realistic 
British minds was a belief that Britain, 
unable to defend her wide-flung interests 
on all fronts, must stave off each crisis 


in Congress, our 


as long as possible but, perhaps, eventu- 
ally compromise on the issue of Nazi ex- 
pansion and accept continued financial 
participation in surrendered spheres of 
political influence as her quid pro quo. 


How Strong Is Third Reich? 


Thoughtful minds were also digging 
under the face-value of Germany’s posi- 
The report on “Business under 
in this issue reveals how difficult 


tion. 

Arms” 
it is economically, how little it is likely 
to be improved by the mere acquisition 
of power in Poland. Questions have also 


ll 


well Hitler could 
afford a war even long enough to set his 


been raised as to how 


pre-Hitler army leaders in authority in 
the Reich, let alone a war long enough to 
risk the chance of revolution that came 
to exhausted Germany in 1918 

Considerations like these strengthened 
the belief held in some circles that even 
declarations of war, even a lining up of 
troops along the Maginot and Siegfried 
lines, and even the first air fights might 
eventuate in a quickly negotiated peace, 
instead of in the long struggle of 1914 
1918 and that of Western 
Europe on have 
counted 
tral. 

At the same time, however, there was 
that Britain and 
France, hurt by the loss of prestige from 


exhaustion 
Stalin 


he declared himself neu 


which may 


w hen 


clear evidence Great 
their failure with Russia, could not afford 
to surrender any means of driving their 
bargaining power home to Nazi doubters, 
even if it had to be done with steel 


Redressing the Balance 


It was apparent this week that what 
ever the United States could contribute 
to that bargaining power was obviously 
going to be used in every way possible 
The balance of political power in Europ« 
had shifted at the beginning of the week 
when Russia finally decided that there 
was nothing to choose politically between 
Mr. Chamberlain and Herr Hitler—and 
chose Hitler for what she could get out 
of him economically. Early moves across 
the Atlantic showed that our sentimental 
support, our common interest in demox 
racy, and our war supplies of which 
only actual munitions and planes are 
forbidden by the Neutrality Act 
be enlisted to redress the balance 


would 


than 
the rumors of the first shots in a war of 
facts on the last 
in the war of nerves that has now come 


Meanwhile, far more significant 


arms were the shots 


to its climax. The story is told in cables 








The war situation in Europe this week gave particular 
significance to the fact that, in Baltimore, Md., the 
Glenn L. Martin Airplane Co. had commenced the first 
test flights on the bombing planes—of “indefinite” 


Europe-Bound 


International 


number—which it is readying for shipment to the 
French Air Corps. Known as Model 167-F, the Martin 
plane is a light bomber with twin engines, has a top 


speed of over 300 miles an hour. 
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from Business Week's European bu 
reaus 
Business Abroad Department in a less 


London, with Parliament 


cables that would comprise the 


critical week. 
back in a brief emergency session, had 
made the whole British business world 
subservient to national defense—taking 
swift and comprehensive action designed 
to impress the Nazis with its determina- 
Berlin was 


tion. Popular feeling in 
] 


quoted as “strangely less gloomy than in 
last September, largely owing to a deep- 
rooted contempt of Mr. Chamberlain’s 
umbrella policy,” but the cables added: 
“In better-informed circles, they are put- 
ting the chances of war at four to one.” 
Paris was broadcasting its mobilization 
moves and studying the significance of 
an early lack of movement in Italy. 
Everywhere, Stalin’s deal with Hitler 
had made a profound impression. Mos- 
cow cables discussed it in connection 
with Russia’s need of German machinery. 
And Tokyo dispatches emphasized the 
importance of a German-Japanese trade 
agreement, saying that it would 
strengthen Nippon’s position in negotiat- 
ing a new deal with the United States. 
The long economic war continued as the 
headlines talked of military war. 


Argentine Trade Pact 


Washington and Buenos 
Aires agree on broad lines of big 
commercial arrangement. 


In tHE Mipst of Wednesday’s war 
alarms, Washington released word of a 
triumph for democratic methods on the 
international trade front. The news was 
couched in the cautious words of a State 
Department release which revealed “the 
intention to negotiate a reciprocal trade 
agreement with Argentina,” next to Can- 
ada our most important foreign market 
en the western hemisphere. 

The statement carries momentous and 
heartening implications. While the agree- 
ment cannot be signed for some months 
(hearings will begin Oct. 16), the an- 
nouncement coming officially from Un- 
dersecretary of State Sumner Welles dis- 
closes that the governments have agreed 
on broad matters of policy and, barring 
the totally unexpected, see a clear road 
to accord, It means another major vic- 
tory in Sec. Hull’s dogged struggle for a 
return to free commerce. 

Influence of such a pact would be 
sweeping. Huge and rich Argentina has 
proved a sore spot in our Latin American 
trade for years. The Argentines bitterly 
resented action of the United States in 
banning and belittling all fresh-killed 
Argentine beef because of the hoof-and- 
mouth disease. This resentment resulted 
in cutting down imports from the United 
States and in forcing most American 
goods to pay the free market rate of 
exchange, thereby placing us under 20% 
handicap compared to European nations 
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Up for Investigation 





“After Labor Day.” That’s when the 
National Labor Relations Board— 
J. Warren Madden, William L. 


Leiserson, Edwin S. Smith—will be 





tom 


put on the pan by a House Commit 
tee. Meanwhile NLRB continues 1 
put its house in order, staves off th 
threat of Wagner Act change (p. 45 





that receive the official rate of ex- 
change. 

Completion of the agreement will be 
a direct threat to British, German, Ital- 
ian sales. American shipments should 
gain proportionately. Moreover, the 
consummation of negotiations opens the 
door to other Latin American arrange- 
ments, since Argentina was known to be 
key nation of them all. Trade observers 
rate this as the third most important of 
the Hull pacts, outranked only by those 
with Great Britain and Canada. 


A Rich Market for U. S. 

The treaty would be the first compre- 
hensive commercial arrangement between 
the two countries since 1855. In view of 


its unlimited capacity for development, 


the Argentine is a market of great prom- 
ise for North Americans. 

Under the customary _ reciprocal 
arrangement, the pact would provide 
that imports into Argentina from the 
United States should receive any ad- 
vantage given imports from other coun- 
tries, and any governmental regulations 
would be applied in a non-discriminatory 
manner to American goods. 

The principal stumbling block to U.S.- 
Argentine accord has been the production 
by the Argentine of farm commodities 
which clash directly with the output of 
our own farmers. Obviously many pact 
details remain to be smoothed out. The 
State Department lists certain Argen- 
tine items on which the United States 
will consider granting tariff concessions. 
These include the highly important lin- 


seed and flaxseed oils, coarser types of 
wools, hides, skins, furs, dyeing and ta 
ning materials, eggs, turkeys and other 
fowls, glycerine, meats not in_fres! 
chilled, or frozen form (i.e., 
which now comes in over a 6¢ per pound 
duty). 


canned meat 


May Remove Exchange Inequity 

American exporters will be elated ; 
the prospect of shaking loose from Arge: 
tina’s discriminatory exchange rate. A 
imports from Great Britain, Germar 
Italy, and other countries with tra 
treaties come into the Argentine 
its official exchange rate; most Ameri 
goods come in under the free marke! 
rate. The peso is tied to the poul 
sterling; the official rate of 17 pesos | 
the £ and the free market rate 20 pesos 
to the £. Translated into America! 
money, an American exporter would ly 
paid 23.4¢ for an article, while a Ger 
man would receive 27.5¢ for exactly 
same item, 

Cables from Buenos Aires reveal tha! 
this inequity is definitely under revisio 


Both the official and free market rates 


are to be retained but there is an i 


cation that they will be brought together 


and ultimately fused under a new 
port license policy just announced 
American traders in B.A. deduce t! 
the Argentine government intends 
abandon the technique of applying 
discrimination by countries and 


apply it by commodities. On an equa 


basis they say they can hold their ow! 
with all comers. 
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my \nforeseen events ...need not change and shape the course of man’s affairs” 


“HEROISM FEELS AND NEVER REASONS...” 


Children are instinctive heroes. When something they love 
is in danger they act impulsively, with never a thought for 
their own safety. 

It's up to you to make allowance for the child’s psychol- 
ogy. Drive carefully always. Redouble your vigilance in 
school and residential neighborhoods. Heroes deserve the 
right of way. 

The Maryland, through posters, cards and leaflets in 


public schools, teaches youngsters how to avoid danger on 


Emerson 


the streets. In addition, Maryland safety men instruct dri- 
vers of commercial fleets in the ways of safety. And, in 
advertisements like this, a continuing effort is made to en- 
list your help in reducing the number of traffic fatalities. 


ry ry i 


About 3,400 children will die in automobile accidents 
this year. A large proportion of these accidents would 
never occur if drivers were ever alert. Won't you do your 


part. Maryland Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 


to help you obtain protection against unforeseen events in business, industry and the home 














Shipbuilding Upsurge 


Launching of the America dramatizes the flood 


of orders from Maritime Commission and the Navy. Ten- 
year program to cost $1,250,000,000. 


On Tuurspay Next the experienced 
hand of Eleanor Roosevelt will smite 
with a bottle the bow of the liner America, 
thereby launching not only the largest 
ship ever built in this country but also 
dramatizing another. bid by the United 
States for an adequate merchant marine. 
The America is the most important item 
in the Maritime Commission’s plan for 
modernization. It calls for 50 ships a 
year for 10 years and will cost about 
#1 ,250,000,000. 

Whatever the misgivings of taxpayers, 
the program has revitalized the ship- 
vards. The America is building at the 
Newport News Shipbuilding and Dry 
Dock Co., Newport News, Va. Her gross 
tonnage will be about 26,000, she is 743 
ft. long, she will carry 1,219 passengers 
and a crew of 639. Construction em- 
bodies safety recommendations made by 
federal agencies after investigating the 
Morro Castle and other sea disasters. 
Cost of all this comes high—to about 
$15,750,000. The America will enter the 
North Atlantic service next spring as 


ae 


flagship of the United States Lines. Her 
accommodations will outshine those of 
the Manhattan and Washington with 
which she will share the European run. 


Tied In with Naval Program 


The America takes to the water earlier 
than originally planned. Reason is that 
the ways are needed for the keel of a new 
airplane carrier which will be started 
before the berth gets cold. Here is an 
illustration of the government program’s 
duality. The new vessels are financed by 
federal money with a view to their pos- 
sible use as naval auxiliaries. They com- 
plement a huge outlay for war vessels 
being built both in private yards and in 
navy yards. On July 1 there were 92 
navy ships under construction, ranging 
all the way from $70,000,000 battle- 
wagons to destroyers costing a measly 
$4,800,000. On a single day last June the 
Navy Department announced allocation 
to private and government yards of con- 
tracts for 24 naval vessels, totaling 
159,000 tons, to cost $350,000,000. Gov- 
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ernment navy yards are building 
naval vessels, and 44 more a: 
construction in private yards 

The table page 16) s} 
location and progress of Maritin 
mission building as of Aug. 1. S 
the commission has showered do 
further contracts. On Aug. 3 
dated Steel Corp., Los Angeles, w 
the go-ahead on four cargo ships 
later five cargo vessels were 
from Tampa Shipbuilding and E 
ing; on Aug. 17 U. S. Steel’s 
Shipbuilding and Dry Dock rec 
contract for five combination p 
and cargo ships, on Aug. 21 Bet 
Steel’s Sparrows Point plan 
awarded three cargo vessels 
brought the total orders placed 
commission to 83. 

A majority of the bottoms is 
commission’s sole account, but 
many are building on cooperat 
rangements with private operato 
offer to accept obsolete tonnag 
trade-in credit (BW—Aug19°39 
encouraging operators’ interest. 


(see 


Concerned over “Gate-Crashing” 


All this activity follows a 2 
period in which there was little co: 
tion. Inevitably there 
scramble by the established shipb 
to get their feet firmly under the 
quet table. Having arrived ther 
having had their plates heaped, 
naturally began to worry over gate « 


has be 
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The America gets ready for her launching on August 31. 
Besides being the largest ship ever built in the United 
States, she is distinguished by up-to- 
equipment. She is constructed entire 


materials. 


the-minute safety 
ly of fire-resisting 


Three compartments can 
flooded in an accident without endangering the s 
Most of her lifeboats are motor-propelled, equip) 
with radio apparatus. 
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ers. Prospect of this lavish nourishment 


for t = 
attention of potential competition. 


The Maritime Commission is said to 
have received bids from organizations in 
remote industries, a few of which ex- 
| nected to build yards for the construc- 
ion of vessels, provided they could land 
contracts. Moreover, there has been talk 
of awakening some of the war-time yards 
which have been rusting peacefully since 
1919. In Philadelphia rumors of reviving 
the once-famous Cramps will not be 
stilled. 











Warn against Over-Expansion 





Shipyards which have kept the craft 
alive during the many lean years have 
pointed out the dangers of over-expanded 
capacity. Executives emphasize the fact 
that this may be just another of our 
shipbuilding spurts that will run for a 
few years, then die suddenly, leaving the 
industry out on a limb. Government 










building orders in the United States have 
become federal function. 

No man can say what will happen 
when the program gathers momentum, 
but to date the new competition has not 








portance have entered the shipbuilding 
picture recently. They are Consolidated 
Steel Corp., Los Angeles; Tampa Ship- 
building and Engineering Co., Tampa, 
Fla.; Ingalls Shipbuilding Corp., Pasca- 
goula, Miss. The older yards feel that 
these newcomers can be accommodated 
and have moved over, however reluc- 
tantly, to make room at the table. 












“Sound Bids’? Mean Contracts 


Washington has been criticized by 
other sections for placing the bulk of the 
orders on the Atlantic Coast. West 
Coasters have been particularly caustic. 
The answer was contained in an official's 
) telegram to several disappointed bidders 
on the Pacific. They were told that all 
they needed to do to obtain orders was 
to “put in sound bids [meaning low fig- 
ures} competitive with Eastern offers.” 
Consolidated Steel took the hint and a 
plump contract resulted. 












| pede into the field is the shortage of 
) technical management, plus a_ possible 
» scarcity of skilled labor. American meth- 
ods are behind those of countries which 


Shave been building right along. The 








= Maritime Commission notes that some 





= specifications for new ships propound 
§ entirely new problems to American engi- 
neers. Even the U. S. Navy has built 
few ships since the disarmament confer- 





® ence in the Harding Administration. But 





havy engineers reassure the public, point- 
ing out that they have kept up with 
Progress by an unrelaxed program of 
model testing, and by watching foreign 






| developments. 


Skilled workers will be developed as 
the program gradually expands. Employ- 


A powerful argument against a stam- 


whims are notoriously fickle, and ship- | 


been onerous. Three organizations of im- | 





the next 10 years did attract the | 















C-E STEAM GENERATING EQUIPMENT 
Met New York’s Needs for Modern Power 


“East side, West side, all around the town”. . . during the past ten 
years, COMBUSTION ENGINEERING has supplied the major part of 
the requirements for modernization or expansion of steam generating 
facilities in New York’s mighty power and heating stations. 





World's Largest Station Steam for Mid-Town Heat for Downtown New York 
At the Hudson Avenue At the Kips Bay Station of At the Burling Slip Station 
Station of the Brooklyn the New Pork Steam Cor- of the New York Steam Cor- 
Edison Company, the last 8 ation, all five of the huge ee. 2 com e C-E 
boilers purchased, along with iler units supplying steam nits, and 24 E Coxe 
ountiory eign’ Sy for heating buildings Stokers serving older boilers, 
COMBUSTION ENGI- throughout the mid -town supply steam to the sky- 
NEERING. area of Manhattan are C-E. scrapers of lower New York. 





World's Record Capacity largest Modernization Project 


The last three boiler units at Consoli- Four new C-E boiler units have recently 
dated Edison's great East River Station been installed at the mighty Waterside 
—units holding the world record for Station of the Consolidated Edison 
steaming capacity — (1,270,000 Ib. steam Company of New York, Two more C-E 
per hour) —are C-E. Units are on order. 


When cost-minded management in an “‘economy-first’’ decade shows such out- 
standing confidence in C-E steam generating equipment, doesn’t it follow that 
C-E performance must be equally outstanding ? 

Whether your own steam demands be large or small, you too will find COMBUSTION 
ENGINEERING ready to plan an installation keyed to your own needs, reflecting 
the same modern standards of low-cost steam supply. 


COMBUSTION 
ENGINEERING 


200 Madison Avenue, New York, N. Y. 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL 
SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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ment in commercial shipyard 
Shipyards Jammed with New Merchant Fleet proaching 50,000. By Jan. 1 na 
expect to add 13,000 men to 62 
working. Expectations are that 
will be at work in all estab! 
when the 1941 peak is reached 


\ BILLION AND A QUARTER dollars of government money is being poured into 
private shipyards as the Maritime Commission modernizes the merchant 
marine and builds up a wartime auxiliary force for the navy. 

The latest figures issued by the U. S. Maritime Commission, dated August 1, 
show who is building the ships, who is getting them, and how much progress Kennedy’s Medicine 


has been made. The rough chart for all this 


was laid out by Joseph P. Ke: 
Contract dat 7 cent 0} the nine months (starting in 

Number and f t 1937) when he was chairma 
Ordered by type of ships om pets Maritime Commission. Those 


Standard Oil of New Jersey 3 tankers . were frankly distasteful to our 
an. . 


Jan 


Federal Shipbuilding ana Dry Dock Co. 
(Kearney, New Jersey) 


= 


ambassador to Great Britain. P 
Roosevelt insisted that he take « 
a time the smelly mess that h 

been a pretty fair merchant 

Kennedy said of his acidulous rep 
recommendations that this w: 
toughest job I ever had in my lif 
—Nov13'37,p17). He did not hes 
whack with equal vigor the unior 
crews and the inept among tl. 


=~ 


American-Hampton Roads-Yankee Line. 4 C2 cargo boats ; 
Sept 
Oct. 
Dec. 
American Pioneer Line 2 C2 cargo boats Feb. 
Apnil 
(Unassigned) 6 C3 cargo boats. . Feb 
April 
June 
Aug. 
Oct. 

Dec. operators. 

Bethlehem Steel Corp., Shipbuilding Division The Kennedy thumpings follow 
(Sparrows Point, Maryland) rowelings of the Black - invest 
Standard Oil of New Jersey 3 tankers Oct. 
April 
Jan. 
Mississippi Shipping Co. Inc 3 passenger and July 
cargo boats Sept. 


Dec. 


22 od a 
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which resulted in the cancellatio: 
tain mail contracts. Since then th: 
operators have been shaken out a 
competent ones admit that some 


nia ae strong medicine was needed to clear 
Bethlehem Steel Corp., Shipbuilding Division g . eigen 
(Fore River Plant, Quincy, Mass.) a gosh-awful situation. Meantime }a 
American Export Lines, Inc 4 Cargo boats Nov. * conditions have improved, ther 
Dec. *3 5 promise of better trade conditions 
a ’ : vided the bad boys of Europe wi 
ug. 
Newport News Shipbuilding and Dry Dock Co. 
(Newport News, Va.) ; 
U. S. Lines “ America”... Feb. 
Standard Oil of New Jersey 3 tankers March 
Apnil 
March 
American-Hampton Roads-Yankee Line. 2 C2 cargo boats Aug 
Oct 
Grace Line 2 C2 cargo boats. . Nov. 
Jan 


> b U 

_ 
—Nme Os 
Ne he 


S35 


down), and there is some assurai 
a definite government policy. 
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plan t 
7 : the Re 
Chrysler, G. M. Show 7 
Two of Big Three hold 194 ayes 

52 previews. Plymouth out ahead of selling 
44 Chevrolet and Ford. are pr 
Sun Shipbuilding and Dry Dock Co. ferred 
(Chester, Pa.) WITH MOST OF THE INDEPENDENTS alrea ' 


Standard Oil of New Jersey 3 tankers Keels laid in April, May, in production on 1940 cars, the auton 
and July, 1938. passed 
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Moore-McCormack Lines, Inc ‘2 cargo boats.. July 2-Aug. 1, eral Motors. These were running nec} A We 
Dec. 31, °39 93 
car demand. General Motors’ Buick ! . 
arger 
Unassigned ‘3 cargo boats.. Feb 21, 40 
Planning 240,000 cars, an increase « we 
eine \E - +9 - mi uncert 
senger boats (All) Feb. 15, "39 (All) 1 new lines of cars to its four former line: 
American Pioneer Line 4 C2 cargo boats. . Oct. relativ 
Moore Drydock Co. ter,” they will probably be priced abou! 
9 ag Pages : 
luly 29, Buick is currently shipping some 250 ' 
(Pascagoula, Miss.) tions of stepping this up to around 41 
a rolling with approximately the same pro 1940 7 


eee Bi Ble tive limelight this week turned t war 15. 19 
and April, 1939.) two of the Big Three, Chrysler and Ger 
"38 (2 boats) 100.00 and neck in an effort to get cars out a! rs 
Nov. Wie 98 : Wit! 
take advantage of the present high ne 
March 1, *40 
June 1, °40 proved the first to reach the shipmer 19399: | 
. stage. ae 
April 21, 40 ro only | 
July 20, °40 ‘ : : 
Aug. 19. °40 20% over 1939 production, Buick n the E 
Seattle-Orient Line 4 C3 cargo and pas- vealed this week that it has added tw wate. - 
i F ; vi front. 
Tampa ee — Co. Strikingly styled, the new chassis mode! Exp 
ome, Fan will fit between series 40 and 60 and lx : 
Dec. ‘ $7. tween series 60 and 80. Known respe hon ts 
Feb. , "40 : tively as the “Super” and the “Roadmas 
(Oakland, Cal.) - . 
. . ries 40 and 6 
(Unessianed) 5 ame been.. She $100 higher than the series 40 and 
e " 4 et-] 
Ingalls Shipbuilding Corp. 300 cars daily to dealers, with expecta mali 
(Unassigned 4 C3 cargo boats _ ! a day. Pontiac also has its assembly line: 
an. . - 
April duction rate as Buick. 
Repeating last year’s event, Chryslet 
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this week gave newsmen and deal- 
r first view of all of its 1940 lines 


While details of the new cars may not as 
vet be revealed, it is apparent that “com- 
tot” will be the big Chrysler selling 


juring the coming year. New bodies 
e prime feature, and while body 
lies have again this year been designed 

ve virtually all lines, there is much 

marked distinction in appearance, 
particularly insofar as the Plymouth and 
Chrvsler lines are concerned. Dodge and 
DeSoto bear a somewhat closer resem- 
to each other, but even here the 
marked than 


listinction is much more 
1939. 
Present indications are that Plymouth 
will be the first of the three major low- 
priced lines to hit the street, with Chev- 


rolet and Ford following considerably 


Base Price Lower Than for °39 
of Hudson 


served as a further indicator that 


Release prices last 
1940 
automobile prices in general are headed 
downward. Hudson’s base price—for the 
Hudson six coupé—is $25 lower than for 
19389, while sedan models are even more 
sharply The 
performance” eight in the Hudson line 
< priced at S860 to 8952. 

The come-back bid which Willys early 


reduced new low-priced 


Ww eek 








ist week indicated it was going to make | 


vhen it introduced its new line of larger- 
(BW—Aug19°39,p20) was fur- 
ther strengthened stockholders 
voted their approval of the company’s 
plan to obtain a $2,500,000 loan from 
the Reconstruction Finance Corp. 

The loan, which, according to the plan, 
would be paid off in five years, would 
be used in part to finance an aggressive 


size cars 


W“ hen 


selling campaign. Common stockholders 
are protected by a provision that pre- 
ferred shares will not gain control of all 
voting rights the has 
passed six quarterly dividends after Aug 
15, 1944. 


until company 


A Watchful Optimism 


Without exception, so far, major auto- 
mobile executives are looking forward to 
larger sales for the 1940 season than on 
1939 models, with optimism tempered 
only by the possible effect on general 
business of unfavorable developments in 
the European situation, and continuing 
uncertainty with respect to the labor 
front. 

Expenditures on new models have been 
relatively smaller this year, on the whole, 
than for 1939 models. Much of the saving 

lue to the fact that cars will show but 

: nor mechanical developments, major 


sheet-metal dies, and body and _ sheet- 
metal production equipment. In this con- 
nection, Chrysler spent some $12,000,000 
on new equipment and re-tooling for the 
1940 models, which, while of course im- 
rtant, is some $3,000,000 less than a 
ar ago. 





expenses being confined te body and | 
























“UNTIL TONIGHT 
| HAD NEVER REALLY 
SEEN A SUNSET” 







































DEAR MOTHER: 

Dad was right —this is the only 
way to travel. Everything is so beautiful 
from the air that nothing seems real 
except me, my fellow passengers and this 
great Douglas airplane. The sun is just 
setting and my window frames a glori- 
ous picture. It makes me feel that until 
tonight I had never really seen a sunset. 


We seem to be sailing on a 
. / 


rainbow and the brilliance of 
eiaeer a@eeenae 
% North America: American Air Lines Inc. 


Tet weris 
,: oe THE WORLD OVER 
w Braniff Airways * Canadian Colonial Airways, Inc 

Eastern Airlines xx Northwest Airlines, Inc. %& Pan American Airways *% T.W.A. % United Air Lines 
Western Air Express xx Wilmington-Catalina Airline * Cia Mexicana de Aviacion, S. A., Mexico 
% South America: Pan American Airways %& Pan American Grace Airways ® Australia: Airlines 
of Australia Australian National Airways *%& Europe: A. B. Acrotransport, Sweden WY Air France, 
France % Avio Linee, Italiane, Italy %& C.L.S., Czechoslovakia % K.L.M., Netherlands % L.A. P. E., 
Spain % L.A. R.E.S.,Roumania *% LOT, Poland w% S.A. B. E.N.A., Belgium %& Swissair, Switzerland 
%& Orient: China National Aviation Corp. *% K.N.1.L.M., Netherlands Indies %& Japan Air Transport 


the many reflected colors is a 


thrill I shall never forget.... 
























Tire Price War 


Manufacturers engage in 
another bargain sale, and small 
firms are fearful. 


Tue TIRE 
in the 


mnpustTRY, which all too often 
the 
problem child, is off on another bargain 
counter the 


past has been economists’ 


sale, third in as many 
months 

Spokesmen for the tire makers gravely 
describe the new flurry, coming in the 
midst of an exceptional sales surge, as 
“just a sale,” but others view it as an- 
other salvo in a grim price war. 

The most. likely target of the current 
bombardment, which finds first, second, 
third, and fourth line passenger car tires 
on sales counters at “25% off” prices, are 
the retailers of so-called private brand 
casings, such as mail-order houses, oil 
companies, and chain stores. 

Like the July 4 sale, which backfired 
with charges of “misleading” advertising 
(BW and the second 
flurry ending Aug. 1, the current slashes 
were started by 


A ug5'39 ,p2 A), 


Goodrich, 
and Firestone, with the rest of the trade 
reluctantly following suit. 

Mindful of the reaction to that first 
sale, with its “50° off” ads and subse- 
quent court actions on charges of violat 
ing “truth-in-advertising” laws, the firms 
are walking a chalk line in their advertis- 


Goodyear, 


ing this time. 
The industry knows that its total sales 


volume cannot be expanded merely by 
lowering prices, for tire consumers buy 
only when their old tires wear out. So 
the only way one firm or group of firms 
the 


expense of a competitor. That explains 


can expand its sales volume is at 


the almost complete participation of tire 
makers in the current sale and the surface 
appearance of brotherly agreement. 

Many of the small firms have joined 
the move in self-protection, sensing its 
unsoundness in the face of replacement 
tire sales which are exceeding the bright- 
est forecasts and which, for the half-year, 
totaled 17,200,000 units, a 33% gain over 
the first six months last year. 


Fighting Bargain with Bargain 

But the gains in private-brand tire 
sales, which last year mounted to 27.4% 
of the replacement market, have annoyed 
the tire firms. The chains, oil companies, 
and mail-order houses have found it 
profitable to run intermittent “bargain” 
sales, luring customers away from inde- 
pendent dealers and company stores and 
raising ned with tire prices generally. So 
the sales program is one of fighting fire 
with fire. 

That analysis won’t satisfy all the 
critics of the “bargain” sales. Sherman 
H. Dalrymple, international president of 
the potent United Rubber Workers 
union, in his appeal to the Department 
of Justice last week, criticized the new 
flurry as a subtle move to force the 
small tire firms to the wall. 

Last vear the small firms had a golden 
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General, 


harvest. 


sales Moha 
Seiberling, to mention but thr 
1938 their best year in 10. Son 
ing even better this year. But t} 
like the implications of the bar; 
In price wars, little fellows hav: 
mortality rate. 


Many Dealers Opposed 


In Akron some significance j 
to the fact that U. S. Rubber, m 
petitor of the Rubber City’s “big 
and a volume supplier of privat: 
to Montgomery Ward, Weste: 
Co. stores, oil companies, and Sea 
buck & Co., hasn’t figured in t! 
plans. That firm may be an indir: 
get in the price shooting. 

Meanwhile the inde} 
tire dealers, who together accour 
51.5% of the 30,800,000 repla 
tire market last year, view the | 
with mixed emotions. 
extra discounts of 74% on firs 
second line tires, 10% on thir 
fourth, a flat 74% on all passen; 
tubes. Yet with that 
tive position, many dealers are 0} 


nation’s 


They’re 


bettered cor 


to the program, and a survey | 
National Association of Index 
Tire Dealers found 70° of its me: 


ship reporting sales during the two pr 


ous bargain periods as unprofitab 
And the 


price revisions, along with some c! 


end isn’t 


in the tire lines themselves, 


when “spring dating” price lists are 


nounced on November 1 


are eX] 





in sight. Dras 








All Eyes on Illinois as Oil Takes a Holiday 


Firmer prices for petroleum and its products were general 
this week as oil fields in states controlling two-thirds of the 
nation’s productions stood idle (right). Thus efforts of state 
authorities to correct a top-heavy supply situation (BW— 
Aug1939,p36) bore some fruit. However, when representa- 
tives of leading Midwestern petroleum states gathered to 
discuss the industry's many problems (left), they knew the 
15-day shutdown might not be the whole answer. To them 
Illinois, with its mounting production, was the bad boy. 





Illinois refused to take a holiday; this week its lieutenant 
governor declared the state could not consider curtailment 
through proration of output after the holiday. Last week 
Illinois’ wells were gushing at the rate of 310,000 bbl. a day 
The week before they had produced a little over 280,000 a 
day. A year ago the infant fields were doing only 50,000 a 
day. Big question for oilmen this week: Will Texas and 
Oklahoma and Kansas and Louisiana enforce stricter curtail- 
ment while boom fields in Illinois run wild? If so, how long? 
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EN YEARS AGO, September 7th, Business 
Week set out to do a publishing job 
urgently needed by executives responsible 
for the active management of business. 
Born into economic chaos and reared 
through the turbulence of depression, 
Business Week has made good. Its purpose 
then, as now, was to report faithfully and 
interpret discerningly the news of business 
for business. The validity of that purpose 


has now been proved by the yardstick of 


achievement. 
Proved first, by a healthy growth in its 


WEEK 


IS ALL BUSINESS 


cireulation—selective in quantity and 
quality —to 110,000 subscribers and more 
than 400,000 readers. Proved again, by a 
healthy growth in advertising volume that 
has won for it a distinctive place among 
the leading national magazines. Proved in 
the last analysis, by an ever-increasing 
influence that enhances its stature from 
year to year. 

After ten such years of constructive pub- 
lishing, it is only natural that Business W eek 
holds an important place in the esteem of 
active management executives ... and of 
those who handle the advertising of prod- 
ucts and services sold to business. 

On its tenth annjversary, Business Week 
gratefully acknowledges the confidence of 
its friends in its purpose and performance 
over ten such years, and enters upon an- 
other decade of usefulness to readers and 


advertisers alike. 


ALERT + ACCURATE + AUTHORITATIVE 
Edited for Executives 
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Seal of Disapproval 


Federal Trade Commission seeks to slap one on 


Good Housekeeping plan as other publishers study 


similar guarantees of advertising. 


ONE OF THE FEW really profitable proper 
ties remaining in the dwindling publish 
William Randolph 


Hearst now controls only vicariously is 


ing empire which 


Good Housekeeping magazine. To see 
what a good thing Hearst Magazines. 


Inc., has in Good Housekeeping you have 
only to look at the latest advertising 
figures. In August, Good Housekeeping 


carried 62 pages of display advertising— 
against 39 for Woman's Home Compa- 
nion, 33 for McCall's, and 32 for Ladies’ 
Home Journal. 

Perhaps the biggest single reason for 
Good Housekeeping’s leadership in the 
rich women’s field has been its Seal of 
Approval and its guarantee of all adver- 
tisements printed on its pages. Survey 
after survey has shown that Mrs. Ameri- 
cu considers the Good Housekeeping 
Seal of Approval a reliable proof of 
quality. And, while issuance of the Seal 
is not limited to advertisers, no one 
would deny that its value in all kinds 
of promotion has played an important 
part in winning the favor of manufac- 
turers and their agencies to the magazine. 

Hence, last week, the entire advertis- 
ing trade felt the concussion when the 
Federal Trade Commission threw a bomb 
at Good Housekeeping in the form of a 
complaint charging “misleading and de- 
ceptive acts and practices in the issuance 
of Guarantys, Seals of Approval, and the 
publication in advertising pages of gross- 
ly exaggerated and false claims for prod- 
ucts advertised therein” 


Testing Services Offered 

It was in its April issue of 1902 that 
Good Housekeeping first announced to 
its readers that from that date on it 
would guarantee its ads. In current 
issues, throughout the advertising pages, 
appears this footnote: “Every product 
guaranteed as advertised—see page 6”. 
On page 6, along with the advertising 
index, is printed the following: “This is 
your guaranty. If you purchase any 
product advertised in this issue of Good 
Housekeeping within one year from its 
date, and find the product unsatisfactory. 
we will carefully investigate your com 
plaint, and if the product is defective it 
will be replaced or your money refunded.” 


To earrv out its guaranty. the maga 





zine now maintains two testing services 

an Institute and a Bureau. Together, 
they cost something like $500,000 a year 
to maintain 

The testing scope of the Institute is 
confined to mechanical household equip- 
ment, devices and utensils, and to house- 
hold soaps and cleansers. The Institute 
Seal of Approval, which contains the 
words “Tested and Approved”, is now 
used on about 2,000 products. 

The Bureau's Seal of Approval is for 
food products, cosmetics, and pharmaceu- 
ticals. Currently, there are over 5,000 
approved items. The Bureau Seal carries 
the word “Recommended” instead of 
“Tested and Approved”. 

Other types of merchandise fall within 
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the scope of neither the Instit 
the Bureau, but presumably are 
“for quality and 
Good Housekeeping accepts the 


serviceability 


tising. Such advertisers are px 
to use an emblem containing t! 
“Guaranteed as advertised 
Housekeeping magazine”. This 
cannot be of the oval shape of th 
nor can it contain their disting 
star 

Because of the similarity of 
and the universal use of the Good / 
keeping name in all the seals ar 
bols, the Federal Trade Commissi 
tends that the purchasing publi 
not distinguish between them, 
misled into the belief that all pr 
bearing any Good Housekeeping 
have been scientifically tested b 
magazine. “In truth and in fact,’ 
the commission, “all the articles hay 
been tested and approved by any 
tific laboratory.” 


Contradicts Product Claims 


For another matter, the FTC fa 
see eye-to-eve with Good Houseke. 


on the connotation of its guaranty. Ip 


every issue of the publication ap 
an article of interest to consumers, us 
under the title “Consumers’ For 
which stresses the service render 
readers in testing and guaranteeing prod 
ucts. The FTC picks as a typical st 













Workers Preview Their Company's Products 





AUTOMOBILE and tractor manufac- 
turers traditionally trot out their new 
models each vear at a special previev: 
for the press. This month, though, 
when International Harvester held its 
regular press preview at Rock Island. 
Ill., to show off its big new Farmall 
tractors, it took the occasion to per- 
form a smart employee relations job 
as well. Each of the 8,600 employees 
of the Farmall Works (tractors) and 
the East Moline Works (implements 


























and machinery) was invited, in a let- 
ter signed by his plant superintendent, 
to a special night showing of the new 
machines, held after the press preview 
was over. More than 16,000 workers 
and their families turned out for the 
show. responded enthusiastically to 
the entertainment, and to an hour 
and-a-half parade of farm machines 
—most of which International Har 
vester’s workers had never actually 
seen in operation. 
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om one of these articles the fol- 
“It (Good Housekeeping) pub- 
ssumes full responsibility both for 
satisfactory quality of the merchan 
id the essential claims made by 
Such statements, savs 
the 
its terms to a 


vertisers.” 


ommission, when guaranty 1s 
lv limited by 
ntv of physical construction and 
the 


1 tendency to mislead and deceive 


mere 


cal composition of product, 


ublic. And as examples of product 


which Good Housekeeping has 


“guarantee the commission 


in its sententious language to 
among others 

\ hand lotion 
snoothness and beauty 


The product would pro- 


claimed to restore 
to hands within 
hirty seconds 
ce no such results 

represented to have 


a Traveling Merchant 


\ preparation 
been brought by 
Bagdad for use in treating chronic 
alleged 


from 


onstipation, in which it was 
there were no drugs. when in truth and 
fact it did contain drugs 
\ butter featured as containing fine 
ream and ‘all its country 
vhen in truth and in fact 


in whole or in 


sweetness’, 
some of the 
butter was found to be 
part, composed of decomposed or putrid 
animal or vegetable substance 
{ proprietary medicine which it was 
claimed would destroy pimples in sixty 
seconds and kill the ‘pimple germ’, when 
n truth and in fact the preparation would 
not accomplish the results claimed.” 


Will Defend Advertising Policies 


Good Housekeeping has the usual 20 
days for filing an answer to the commis- 
sion’s complaint, but that the magazine 
has no intention of changing its adver- 
tising policies was made clear this week 
by Richard E. Berlin, vice 
president of Hearst Magazines. Inc. 
“After the hearing,” said Mr. Berlin. “it 
may be necessary to continue action in 
the courts. Good Housekeeping gladly 
accepts this opportunity to defend adver- 
tising and and to 
bring the whole matter out in the open.” 

Meantime, the trade is 
speculating about the consumer reaction 
to the complaint. Question is, will it give 
new voice to those militant groups that 
have sometimes questioned the objec- 


executive 


business in general 


advertising 


tivity of testing done by anyone who has 
something to sell to the product’s manu- 
facturer? Up to now, the Good House- 
seal and its best-known com- 
panion—that of the American Medical 
\ssociation—seem to have survived the 
attacks wholly uninjured, for surveys 
ive demonstrated 


eeping 


pretty conclusively 
e weight they carry with housewives. 
survey last 


establish its 


Such a vear led Parents 


Vagazine to own seal of 
»proval. 

Just McCall's is talking 
moting an organization to be known 
Research Institute for 


plan is to get other 


now, about 


the Scientific 


Mec all 
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SEA-WATER EXPOSURE TELLS 


WHAT A CONCRETE’S MADE OF 


AFTER I! YEARS, ‘INCOR’ DOCK CONCRETE 
IN FIRST-CLASS SHAPE... COSTS CUT TWO WAYS 


bees. FLA., Union Terminal was 
built in 1928. ‘Incor’ 24-Hour Ce- 
ment was used for piling and dock-work. 
The job was completed 21 days sooner, 
saving $10,000 on job overhead and 


rentals alone. 


Sea-water exposure is a real test of con- 
crete. Recent inspection, after 11 years, 


shows ‘Incor’ is providing the kind of 
expense-free service owners want. W ater- 
tightness prevents damage by sea-water 
action; and strong, dense, non-dusting 
concrete withstands constant trucking. 
Typical ‘Incor’ performance. 


‘Incor’'—an improved Portland cement 
—saves time and money at the outset, 
because you place concrete one day, 

use it the next; makes better con- 

crete, too, because it cures thor- 
oughly in one-fifth the usual time. 
Better concrete means reduced 
upkeep and maintenance costs 


through the years. 


Use ‘Incor™ wherever it shows 
you a profit—elsewhere, use Lone 
Star Cement, the Portland-cement 
quality standard ever since 1900. 
Written guarantee certificate with 
every shipment. Write for copy of 
“W arertight Concrete.”” Lone Star 
Cement Corporation, Room 2207, 


342 Madison Avenue, New York. 
"Reg. .5.Pat.O8 


LONE STAR CEMENT CORPORATION 


MAKERS OF LONE STAR CEMENT - 


Seles Officer ALBANY, BIRMINGHAM, BOSTON, CHICAGO 
KANSAS CITY, NEW ORLEANS, NEW YORK, NORFOLE 


‘INCOR’ 24-HOUR CEMENT 


ANNAPOLIS. IACESON, mits 
WASHINGTON 


DALLAS. KOUSTON, INO 
PHILADELPHIA ST Lours 








publications to come in on a joint propo- 
sition and get a seal with which to com- 
pete with Good Housekeeping’s. As the 
plan is now being worked on, the tests 
and specifications would be set by con- 
sumers, which would be a departure from 
the Good Housekeeping technique. 
Other publishers will watch to see how 
Good Housekeeping fares with the FTC 


before going ahead with “approval "prop- 


ositions. Then, too, the law of diminish- 
ing utility applies sharply to the various 
seals. As their number increases, con- 
sumer acceptance is likely to go down. 
There may be too many who will agree 
with the American Standards Association, 
which recently became alarmed at the 
mushrooming of various certifying agen- 
cies and asked, “Who will certify the 
certifiers?” 


On the Hot Dog Road to Riches 


Swift & Co. brings out a frankfurter with a tender 
skin, easy to cut. Packers hunt new ready-to-serve meats, 


which bring big profits. 


Meat packers keep trying to promote 
sausage and similar items from dinner- 
pail merchandise to dinner-party delica- 
cies. The trend got another boost last 
week when Swift & Co. with fanfare 
brought out a new frankfurter. 

Difference is in the casing, not in the 
stuffing. Best-grade franks have always 
gone into slender sheep casings, least 
tough material available. Slummy franks 
use pork casings—bigger, cheaper, as 
tooth-resistant as cellophane. 

Swift calls its new hot dog a godsend 
to consumers, but the packer saves on 
costs and should increase product sales 
because the new casing is practically as 
tender as the ground-meat contents. 
Swift executives’ families and friends 
have proved that the average small boy, 
if unrestrained, will eat about twice as 
many of the new dogs at a sitting, al- 
though they run six to the pound instead 
of eight to sixteen, as the old-fashioned 
ones do. 

Swift researchers have for months been 
hot on the trail of a tender sausage 
casing. Recently they applied for patents 
on a process for using the enzymes in 
raw—not cooked—pineapple juice to 
tenderize pork casings. They dip the 
newly filled casing of sausage in the juice 
or spray it on, presently wash it off and 
proceed with the normal curing, smoking, 
and cooking. No trace of pineapple flavor 
remains. But the casing now cuts with a 
table fork. 


Rise of the Skinless Frank 


Biggest threat to old-line frankfurters 
that has been coming over the horizon 
is the skinless variety, which also will 
be the strongest competitor for the new 
tender-skin product. First seen 10 years 
ago when Visking Corp. developed a 
cellulose-base casing and a method of 
peeling it off after the sausage had been 
finished, it started slowly because it was 
expensive. As Visking increased produc- 
tion on other types of synthetic casings, 
skinless franks became cheaper to make 
than those in natural casings, sold at 
lower prices. They have come strong in 
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A covey of hot dogs cools off under a 
shower of pineapple juice. It’s a new 
method, developed in the research 
laboratories of Swift & Co., for mak- 
ing hot dog casings more tender. 


the past two years, are today made by 
almost all packers under their own trade 
names. Prize-winner of these names, by 
popular acclaim, is “Nudies”. Now skin- 
less dogs average 25-30% of total frank- 
furter production. Some connoisseurs say 
they are not so juicy, lose flavor in 
cooking. Even worse, from the packer 
standpoint, the maker has to throw his 
natural casings in the fertilizer tankage 
and pay Visking for a substitute to throw 
away after the sausage has been cured, 
smoked, and cooked. 

Because the shift has been gradual, 
even housewives do not realize how much 
more meat is nowadays purchased ready 
to eat. In 1907 federally inspected 
slaughterers ground up 267,000,000 Ib. 
of meat for sale as bologna, sausage, and 
other processed meats. In 1937 they 
ground 825,000,000 Ib. Double these gov- 
ernment figures and you have the 
packers’ guess of the total grind. But it 
still adds up to a tiny fraction of all meat 
consumption. 

Continental European packers prepare 
65% of meat products for the table. So 
American packers have room for ambi- 
tions. The greater the proportion of meat 
which a packer can process, the better 
return he can expect per pound. Bu 
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American palates snub the strong 

ored sausages that do well in foreig 
tlements. The only sausage th: 
been really naturalized is the frank 

which accounts for one-third of 
U. S. sausage consumption. The 

Hyde Park hot-dog picnic for royalt 
not hurt the market, either. 


Cash In on Ready-to-Serve Mew 


Searching for ready-to-serve pro 
the packers have latterly turned t. 
foods more congenial to the native 
Conspicuously successful in this dd: 
ment has been Hormel. In the 
chickens-per-pot years, Hormel s 
lot of canned whole chickens and } 
chickens retailing for 80¢ per Ib 
volume shrank after 1929. To utiliz 
plant equipment, Hormel went into 
expensive items—but still above 
mum standards—such as Dinty Moor 
corned beef lines, Flavor-Sealed S 
and Hams. He advertised them ag 
sively, built big volume in all of the: 

Then, something over a year 
Hormel really hit the jackpot with S; 
This is a 100% lean smoked-pork prod 
uct, largely shoulder meat. Best comme: 
tary on how well Spam and the earlier 
specialty lines pay is that in 1938 Hormel 
made better than $1,000,000 while most 
of the industry was in the deep red 

Morrell, another non-major, has sin 
larly made good with specialties, chief 
among them Red Heart Dog Food. T! 
item, in which beef byproduct is used as 
a base, might accurately be labeled meat 
loaf with special ingredients to suppl) 
canine vitamin needs. Every successful 
packer has developed some specialty line 
to augment the narrow profit obtainable 
from the staple fresh beef, veal, lamb, 
and pork which comprise 75% of all 
meats sold. The big fellows, not too 
proud to pick up a good idea, are out 
for the same sort of business. Armour 
has a competitor for Spam which it calls 
Treet. Swift has Prem. 


Affected by Buying Convenience 


The big packers’ research people know 
that beyond all question women are in- 


creasingly dominated by convenience in 


buying foods. One result of the trend 
toward ready-to-serve meats has been a 
shift of much meat distribution from the 
meat markets to the grocery stores. The 
producer who has a shelf item un- 
doubtedly gets a better break on it, be- 
cause homes can stock it without re- 
frigeration. Shelf items have brought a 
definite plus volume of meat sales, esp 
cially in summer. The plus has been in 
items carrying higher prices and higher 
margins than if the same parts of the 
animal were sold without the collar and 
necktie making them dress-up product 
Another lucky shot for the industry 
has been the advent of tender hams 
Tender ham is economical to produce, 
because it is cured in 15 days instead of 
60 days. This speed-up is mechanica! 
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han chemical. It comes in pump 
cure through the ham’s arteries 

g complete penetration in far less 
han the partial penetration tol- 
when the sole dependence was 

al absorption augmented by a hit 

s needling with a force pump 
de the bone. The public calls all 
hams “Tenderized,” which actually 
trademark property of Albany Pack 
Co. Industry leaders say that special 
ation of tender ham will presently 
lapse, since nowadays the old-fashioned 
sewife has to hunt high and low for a 
that has not been artery-pumped 


nan 


Minneapolis Rivalry 
domi- 
brothers’ 


Tribune contests 
nance of the Cowles 
merged Star-Journal. 


\VINNEAPOLIS IS BEING treated to a first- 
lass newspaper war. First of the month, 
the enterprising Cowles brothers took 
over the Evening Journal and merged it 
with their evening Star (BW—Augi°39 

Next week, the Tribune (morning 
and evening), which is Minneapolis’ 
nly morning paper and the only com 
netition for the Star-Journal in the 
evening field, announced that it would 
meet the situation” by converting its 
evening edition into a wholly new paper. 
sing new features, instead of duplicat- 
ng those used in the morning edition 
[he Tribune signalized the new order by 
hanging its evening name to the Times- 
Tribune. Having acquired the Associated 
Press morning franchise when it ab- 
sorbed the Times many years ago, the 
Tribune continues to have a monopoly 
on A.P. news in both the morning and 


evening fields 


Drive for Circulation 


Before the merger, the Star boasted a 
circulation of 155,133, total net paid as 
f March 31. The Journal had 135,467 
not a half million, as erroneously re 
ported, for that approximates the total 
population of Minneapolis). The com 
bined circulations, however, enabled the 
Cowles brothers to claim that their paper 
was the largest excepting the Kansas 
City Star (circulation, 317,773 evening 
and 314,363 morning) west of Chicago 
and east of Los Angeles. The Tribune 
circulation, 147,599) 
that combined figure down, and little 
legend, “We've 


is trving to trim 


stickers bearing the 
switched to the Tribune.” are making 
their debut all over town. The Tribune 
will have to whittle the Star-Journal 
circulation down about 45,000 before the 
Cowles brothers’ present boast is in- 
validated, for the third biggest paper in 
the Middle West, the Milwaukee Jour- 
nal, has 245,237 circulation. Only other 
papers above 200,000 circulation are the 
St. Louis Post-Dispatch with 227,617 
and the Globe-Democrat with 218,356. 
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“Roll Your Own” in Pliofilm 


Five companies cooperate in offering housewives 


patterns and material to make their own moisture-proof 


articles. Fabric makes giant strides in five years. 


Tuts mMontuH, Butterick Co., makers of 
patterns, is introducing a complete line 
of tissue-paper patterns to be used in 
making such articles as clothing bags, 
refrigerator bowl covers, and raincapes 
out of Pliofilm—that amazingly adapt 
able film of rubber hydrochloride which 
has caught the public fancy during recent 
vears. Cooperating with Butterick will 
be the Dennison Mfg. Co. which will dis- 
tribute the material through its shops, 
ind Richards, Boggs & King, Ine., the 
distributors who played such a large part 
in the early history of Pliofilm and who 
will distribute it through department 
stores, and stationery stores in handy 
size rolls and sheets. Since Pliofilm can 
be sewn with thread or sealed with elec- 
trically heated sealing irons, Singer Sew- 
ing Machine Co. will start giving Pliofilm 
sewing instructions through their many 
sewing centers in the country, while the 
Handicraft Division of Burgess Battery 
Co. will plug the ease of fabrication with 
its Sealcraft sealing iron. 

Next week, Thomas Royal Co. will be 
gin a nationwide campaign by introduc 
ing their recently patented “Flav-O 
Tainer” method of packaging coffee to 
coffee roasters and jobbers attending the 


Goodyear “fathers” of Pliofilm—R. 
P. Dinsmore, chief chemist; L. B. 
Sebrell, in charge of chemical re- 


Associated Coffee Industries Convent 

in New York. Tests indicate that 
heat-sealed Pliofilm inner bag and the 
protecting paper bag on the outside used 


in the “Flav-O-Tainer” 
coffee almost as fresh as vacuum pack 


package will keep 


ing. The same process will be extended 


to smoking tobacco 


Long Research Back of Product 


Only during the 
has Pliofilm taken its place as a common 
article for household use, But back of 


a story of laboratory, and 


past couple of years 


its arrival is 


production research which goes ba 


many years. Commercial production of 
Pliofilm began in June, 1934, in ¢ 

original “pilot” plant of Goodyear ‘Tire 
& Rubber Co., Akron. For several years 
its research staff had been exploring the 
chemical mysteries of rubber with an eye 
toward new uses of the basic raw ma 
terial to supplement consumption in tires 
and mechanical goods. Gradually ther 
emerged out of an involved series of 
chemical reactions with pure crepe rub 
ber as the base, a transparent film, or 
sheeting, known technically as a stabilized 
rubber hydrochloride and commercially 
as Pliofilm. By the end of 1934, approxi- 


search; J. P. Maider, managing Plio- 
film production—eramine a_ trans- 
parent sample of their brain child. 
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How many “mental sit-downers” 
have you in your organization? 


“In every factory and store, among office 
workers and salesmen, costly ‘sit-downs’ have 
been going on for a hundred years—mental sit- 
downs", Says Craig Davidson. “Commands to 
do thus and so have met with mental! sit-downs 
which have been just as effective in blocking 
production and sales as any physical sit-down 
that ever stopped an assembly line.” 


JUST 
PUBLISHED 


“That is one reason why this book,” he goes on, 
“should be useful to any man whose job is to get 
other mento do their work right. It should visual- 
ize for him what causes mental sit-downs and what 
to do about them.” 


Getting Things 
Done 
in Business 


By Everett B. WILSON A. prectical cot of cndgee- 
tions to executives giving 
detailed directions for get- 
ting employees to do their 
jobs as management thinks 
they should be done. 


Formerly Assistant Director of Personnel, 
Kroger Grocery and Baking Company 


$2.50 


“An executive's success depends squarely on two points: whether he has good ideas 
and whether he can get his ideas actually and properly used.” This book deals with 
methods of getting your ideas used efhciently. It tells how to get policies, plans and 
instructions carried out as they were de- 
signed to be carried out. It is in effect a 








working manual on leadership. It tells how 
to secure effective and intelligent cooperation. 


Faunce and Nichols’ 
SECRETARIAL 
EFFICIENCY 


Gives you many 
practical ideas on: 


—What are the real reasons why subordi- 


601 pages, illustrated 


$3.50 


secretary organize 
while you are away, ask 
questions, give vigorous 
and out? This book 
covers not only the necessary stand 
ard material of secretarial practice, 
but interprets in the large, and in 
what the employer 
his secretary to do, to know, to be 
One employer said, “I would like 
to sit down with this book and check 
in the margin paragraphs full of 
information that my secretary needs 
to know but that I haven't known 
how to bring before her.” 


AN your 
affairs 
timely 
service day in 


detail, expects 
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TESS SESE LESSEE EEE EEE EE 


SEND THIS McGRAW-HILL ON-APPROVAL COUPON 


McGRAW-HILL BOOK CO., Inc., 330 W. 42nd St., N. ¥. C. 


10 days 


Send me the books checked below 


will pay for the books, plus few cents postage 
remittance 


on orders accompanied by 


Wilson—Getting Things Done in Business, $2.50 
| Faunce and Nichols—Secretarial Efficiency, $3.50 


Name 
Address 


City and State 


(Books sent on approval in U. S. and Canada only.) 


nates disregard instructions? 

—What can be done to get instructions car- 
ried out efficiently? 

—What are the disadvantages of driving? 

—How can you improve subordinates’ at- 
titudes P 

—How can you really check performance? 

—How can you criticize subordinates ef- 
fectively P 

—How can you develop responsible sub- 
ordinates P 

—How can you dispose of alibis? 

—What is the technique of developing en- 
thusiasm P 

—How can you guard against troubles of 
jealousy? 


Examine this book for 10 days 


examination on approval In 10 days I 


or return them postpaid. (We pay postage 


Position 


Company . B.W. 8-26-39 
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The new Pfeiffer Pliofilm St 
Wrap Machine uses one quart: 
usual amount of material, on: 
the time to package articles of 
cellaneous shapes—like appli 
cakes of soap. Stokes & Smith ( 
Philadelphia, makes the mai 
mately 408,000 yards of the mater 
been produced. 

In 1935, things began to happen. 1 
youngish Chicago men who were 
pushed about by the reorganizati: 
Marshall Field & Co., wholesale, 
about the material. It 
sewed. It could be seamed at high sy)» 
by hand or machine by heat alon 
by a combination of heat and sol) 
Tests pl 
resistance to 


new could 


or by certain adhesives. 
its inherent air, alka 
grease, normal heat and cold, moist 
mold, oil, vermin, and water. Dail) 
proved it tough, puncture-resistant, ) 
inflammable (about eight times ha: 
to burn than paper), non-explosive, ar 
easily printable. Humid days did 
cause it to stretch; dry days did 
shrink it. Pliofilm looked like a nat 
for specialties ranging from raincoats { 
aprons, from food protectors to br 
table covers. 


firm of Richards, Boggs & King, Inc., 





The three men formed the 


make such specialties. Then came a deal 


with Goodyear, and they began to go 
town. 
Four Shifts a Day Now 


During 1935, Goodyear added the fir 
of its present master production unit 


ran it two shifts a day, and turned out 


a total of about 1,428,000 yards of Pli 
film. 


four units are barging along on fi 
shifts a day, and it looks as if an ann 
volume of 25,500,000 yards _ will 

reached by the end of 1939. Preser 


Since then three additional master 
production units have been installed. A! 


t 
] 
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practice is to make Pliofilm in 40-inch 
rolls (48 in. on special order) which can 
be slit to any lesser width. Stores market 


sheet, or ribbo 
from 


it by 
Standard 


the roll, yard, 


thicknesses range 


0.001 


to 0.0025 in.; standard colors range fron 


20 transparent colors to colored a1 


metallic opaques. It is produced in tw 


“erystal clear transparent” through about 


basic types: “normal Pliofilm” for wrap 
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ping and packaging, and “plasticized 
Pliofilm” for clothing and other products 
where wearability is a large factor. A 
special “tensilized Pliofilm” for light 
wrapping is available in a thickness of 
0.0004 in. 

Since all types of Pliofilm are tasteless 
and odorless, the material has invaded 
the food packaging field. Manufacturers 
of such hygroscopic foods as nut meats, 
cereals, cheese, candy, popcorn, and po- 
tato chips were quick to see that their 
products would not only get to market 
in prime condition, but that sales could 
be increased by packing them in eye- 
catching colors. 

For Gifts, Silver, Food 

Even the commonplace burlap bag is 
finding new and increased utility through 
the medium of a Pliofilm inner lining 
which is laminated into the fibers of the 
burlap. The resultant large-size container 
has all the ruggedness of the original plus 
a previously unknown resistance to dust, 
dirt, moisture, and vermin. In the home, 
woolens, such as blankets and clothing, 
are protected against dust, moths, and 
other vermin by transparent Pliofilm 
bags, some of them equipped with 
“zippers.” Silver, normally tarnished by 
contact with rubber, is actually protected 
against tarnish when cased in Pliofilm. 
Gifts are made more attractive when 
wrapped in the material, and tied with 
Plio-ribbon, which comes in every color 
and color combination and is manufac- 
tured by laminating several thin layers 
of Pliofilm. 

The very latest development in Plio- 
film application is a machine production 
method for the manufacture of Food 
Savers—food and refrigerator bags and 
covers. Hand production has kept them 
expensive, but new machinery will make 
possible a retail price of 10 to 15¢ for a 
set of four standard size bags or bowl 
covers. 


Urge Safer Propeller 


Full-feathering kind is 
needed on transport planes, safety 
board suggests. 


THERE ARE THREE members of the Air 
Safety Board and it is part of their re- 
sponsibility to investigate the conditions 
peculiar to particular airplane accidents 
and to make recommendations which will 
prevent recurrences. Last week, after 
scrutinizing the causes of two airline 
disasters of the last 14 months, the board 
suggested to the Civil Aeronautics Au- 
thority that all transport planes be 
equipped with full-feathering propellers, 
“on the earliest date or dates possible 
under existing circumstances.” These 
accidents might have been averted, the 
board felt, if there had been some way 
of stopping the propellers of dead engines 
from rotating in the wind. Unnecessary 





vibration and drag would then have been 
eliminated. 

As a matter of fact, most of the major 
airlines are equipped today with the 
full-feathering propeller. United Airline’s 
53 planes have propellers of this type 
and so do Transcontinental and Western 
Air’s 36 transports. The new, 21-pas- 
senger Douglas DC3’s, for instance, which 
are being substituted on American Air- 
lines and Eastern Airlines for the older, 
14-passenger DC2’s, have this safety 
feature. Since a full-feathering propeller 
costs around $3,500, some of the smaller 
airlines with little money would be the 
hardest hit by a mandatory ruling from 
the aeronautics authority. 

The full-feathering propeller is the 
fifth stage in the evolution of the pro- 
peller. Its three blades rotate in their 
sockets on the hub and can be turned, 
at the pilot’s discretion, until their pitch 
is so great that their edgewise surfaces 
offer relatively little resistance to the 
wind. The pitch is the angle of the blade 
to the plane of rotation of the propeller. 


How Propeller Has Evolved 

Originally (1) propellers were carved 
from wood and their pitch was deter 
mined and fixed by the man who carved 
(2) When all-metal propellers were in 
troduced, the pitch was made adjustable 
by hand—an aviator or mechanic could 
change the angle of the blades while the 
plane was on the ground. Later (3), 
pitch was made adjustable in the air by 
a mechanical device in the cockpit. But 
(4) to prevent a laboring propeller in 
a climb and an over-revving one in a 
dive, engineers developed the constant- 
speed type which automatically con- 
trolled the pitch, within certain limits. 
By thus regulating the angle of the blade, 
speed of the propeller could be evenly 
maintained. (5) The constant-speed, 
full-feathering propeller was introduced. 

The Hamilton Standard Hydromatic 
Propeller and the Curtiss Electric Con- 
stant Speed Full Feathering Propeller 
are the two types of full-feathering pro- 
pellers offered commercially. Improve- 
ments over the earlier constant-speed 
propeller, they allow pitch angles which 
are so great that the blades can be feath- 
ered. Engineers here were faced with the 
problem of rotating blades which were 
receiving 500 hp. impulses for a 1,500-hp. 
engine. A 12-volt electric motor on the 
hub of the Curtiss electric controllable 
turns the blades through a gear with a 
drive ratio of 14,706 to 1. 

Centrifugal force tends to cause blades 
to drop toward a low pitch, and the 
Hamilton Standard utilizes this phe- 
nomenon. Engine oil is boosted to high 
pressure and delivered against a large 
piston, whose motion is translated into 
rotary motion and overcomes the centrif- 
ugal pressure against the blades—when 
the pitch is being increased. Both centrif- 
ugal force and oil pressure are used in 
an adjustment to low pitch 
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Manufacturer's Sales Agents 
A well established manufacturer of rust resistant 
coating that has proved its merit thru 20 years 
use in industry, waats to contact manufactrrers 
sales representatives located in Tesas, Kansas 
City, Indiaaapolis, New Orleans and Nashville 
and now selling power plaat equipment and 
contingent lines. Generous commission. 
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Are you Disturbed by 


Diesel NOISE? 


@ You can work in quiet when nearby Diesel 
engines are equipped with Burgess Snubbers. 
The Snubber utilizes an entirely new principle 
for dissipating the high pressure slugs of ex- 
haust gas that are the cause of exhaust 
noise, instead of mufffing the noise. 

Diesel fuel consumption is not increased 
with the Burgess Snubber because peak back 
pressures, often set up in conventional 
mufflers, are eliminated. The Burgess Snub- 


| ber works well with any engine. Its location 


in the exhaust system is not critical. Write, 
Burgess Battery Company, Acoustic Div., 


| Dept. B, 500 W. Huron St., Chicago. 


PREVENT Diese! Exhaust Noises with 





SNUBBERS 


Manufactured under Burgess Patents 






























































NEW PRODUCTS 





Convertible 5-Ton Truck 


A CONTROL LEVER mounted 


driver changes the new Linn C-5 Haulage 


Unit almost instantly from a truck op- 


erating on dual pneumatic tires to one 


operating on crawler treads or vice versa 
Linn Mfg. Corp., Morris, N. Y., builds 
it to crawl through mud at 12 m.p.h. and 
to wheel along the highway at 35. For 
unusually bad going, wheels and crawler 
may be operated simultaneously. 


Three Shields in One 

Newest Move of Boyer-Campbell Face 
Shield, developed by Boyer-Campbell 
Co., Detroit, is really three shields in 


one. A wire screen, a Plastacele window, 


beside the 











or a fiber welding-guard may be buttoned 
quickly to the fiber forehead piece, ac- 
cording to the wearer’s need. 





High-Speed Bookkeeper 

PostiInG the 
new Burroughs High-Speed Bookkeeping 
Machine is so automatic that while the 


CUSTOMERS’ ACCOUNTS on 


machine is in motion, computing and 
printing balances of one account, the op- 
erator can handle the papers covering the 


next account. Burroughs Adding Ma- 


chine Co., Detroit, emphasizes the 
further fact that the carriage opens and 
closes automatically and tabulates auto- 
matically from column to column. 


Delay-O-Lite Switch 

Furr tHe Delay-O-Lite Toggle Switch 
when you are leaving a room or are about 
to climb into bed. The device keeps the 
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standardizing on Ryerson Certified Steels. These 
better steels are free from hard or soft spots. Their 
high uniform quality assures low cost machining and fabricat- 

ing operations and helps produce better products in less time. A 
special quality control plan on Alloy Steels eliminates expensive 
spoilage and retreating, and assures accurate, dependable heat- 

} treatment response. Send for the current issue of the Ryerson Stock 
List which gives a detailed listing and description of the large and 
complete stocks of Certified Steels available for quick shipment. < 
Joseph T. Ryerson & Son, Inc., Chicago, Milwaukee, Philadelphia, 
St. Lovis, Cincinnati, Detroit, Cleveland, Boston, Buffalo, Jersey City. 
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light on for 20 to 60 seconds. S & ' 
Co., Downey, Calif., makes 


standard wall-type switch boxes 


Germicidal Meter 


To DETERMINE the amount of ger 
or bacteria-killing, ultra violet lig! 


emitted from a germicidal lamp, : 
light meter can now be equipped 

new Germicidal Meter Attachme: 
veloped by Dr. Matthew Luckiesh 
tor of Lighting Research Labor 
General Electric Co., Nela Park, ¢ 
land. Made of an ingenious combi 
of quartz glass, plate glass, and 
escent material, the device makes 
rate determinations easy 


Conditioning Accessories 
Two New beEvices sound like “musts 
the operation of air conditioning installa- 
tions: (1) The “Telltale” Filter Signal, 
which automatically flashes a light when 
it is time to change or clean filters. Sim- 
plex Controls Division, Herbusch ( 

St. Louis, mounts it between the blower 
and the filter; excess static pressure 
sistance to air flow) causes it to funct 
(2) The Friez Thermo-Anemometer, a 
new portable electrical instrument which 
will measure extremely low air velocities 
from 10 to 6,000 ft. per min. in tempera 
tures from 0 to 120 deg. F. Julian P 
Friez & Sons, Baltimore, make it for de- 
termining optimum air circulation and 
thus preventing objectionable drafts 


Fire Trailer 
ONE MAN CAN HANDLE the LaBour Fire 
Trailer after it has been hauled to loca- 


tion. An inbuilt Hercules gasoline engine 
powers a self-priming centrifugal pump 
with capacity to throw a powerful stream 
of water through a 24-in. hose or two 
streams through two 14-in. hoses. LaBour 
Co., Inc., Elkhart, Ind., produces the 
equipment especially for isolated fac- 
tories and private estates. 
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TSINESS WEEK REPORTS TO EXECUTIVES ON 


BUSINESS UNDER ARMS 


For seven years Europe has been at war—economic war, “white war’, 
but war as surely as though the guns had started in 1933. In that period 
the form of its industry has been gradually changed, the freedom of its 
business has been slowly eaten away, the pattern of war economy has been 
woven into the life of its nations—totalitarian and democratic alike. The 
change has brought to business some immediate gains, some historic losses. 
The story of what has happened is the story of this report. One of its jobs 
is simply to describe this significant regimentation of European business 
for the American business executive. Another is to analyze some of the 
effects on American trade with Europe. However, its most important job 
is to establish the inevitable pattern of war economy so plainly that it will 
serve as a clear warning of what is ahead for business in any country that 
begins to beat its ploughshares into swords. It was to do this job that 
Business W eek’s Foreign News Editor went to Europe in 1939, interviewed 
business and political leaders in all of the Continent’s warring capitals, 
and has drawn upon his European correspondents up to the last possible 


moment of the current “crisis”. 


Number 19 of a series of special reports on current ing significance Covered under the general copy 
business opportunities, problems and trends of outstand- right on the August 26, 1939, issue of Business Week 
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Business Under Arms 


SEVEN YEARS AGO the United States was in the grip 
of the country’s worst business depression and in the 
midst of a frenzied political campaign. There was a 
Democratic victory in the November elections, and 
shortly after his inauguration in March, 1933, Franklin 
LD. Roosevelt threw himself into the job of pulling busi- 
ness out of the slump and putting 12,000,000 men back 
to work by means of a gigantic government spending 
program. 

During the same autumn, in Europe, a little-known 
German with a Charlie Chaplin mustache and a flair 
for oratory was trying to convince embittered Germans 
that they should put their trust in him and he could 
bring them out of their depression, give every man a job, 
and restore Germany’s self-confidence and international 
honor. His chance came in January, 1933. 

Hitler’s success in the seven years he has been at the 
helm in Germany has been frightening. He has not only 
given every German a job; he is canvassing the labor 
markets of Bulgaria, Italy, Holland for workers to meet 
the shortage which has been acute in Germany for more 
than a year. 


Germany's Boom Era 


Germany is in the midst of a boom—bigger than any 
the Reich has ever seen. And each month, despite the 
tact that factories claim they have all the business they 
can handle, production rises a little. 

In the international field, Hitler has only partially 
fulfilled his promise. The Rhineland has been remili- 
tarized; the Saar, Austria, the Sudetenland, and Memel 
have been returned to the Reich, but Germany still lacks 
“living room”, and Hitler’s bold efforts to win this—by 
one means or another—have turned Europe into an armed 
camp. Since Aug. 15, 10,000,000 men have been under 
arms. Labor shortages are developing in other countries 
as business follows the same recovery pattern—mobiliza- 
tion, rearmament on a colossal scale, enormous spending 
of funds borrowed from the future. 

Sir John Simon, Chancellor of the British Exchequer, 
summarized the whole mad situation last April when he 
announced Britain’s new 1939-40 budget, containing both 
the largest peace-time appropriations and the largest 
peace-time deficit in British history: “The whole of our 
contemporary public finance is governed and conditioned 
by our defense expenditure.” 

Europe is already at war, economically. The conflict 
started in 1933 when Hitler set out to adjust what 
Germany is convinced is an impossible economic situa- 
tion. Japan had the same idea in 1931, when it invaded 
Manchuria. Italy fought and conquered in Ethiopia. But 
bigger battles—bloodless battles—are being fought in 
Bucharest, in Warsaw, in London, in Paris, and in Berlin. 





They are the battles of one kind of economy 
another—of the “have” powers to hold what they 
possess, of the “have-nots” to acquire what the 
they need to exist. Britain didn’t seriously acc 
challenge until 1937; France swung wholehearted 
line only a year ago. Now both are rapidly sw 


1929 =100 


over from a peace-time to a strict war economy. 
Acknowledging this, American executives are 
themselves what changes have been wrought on b 
in Europe, how they affect American business now 
what the ultimate repercussions are likely to be her 
What are the highlights of the Hitler progran 
where do they lead? How far has regimentation of 
ness gone? How closely is Britain, under the terri 
strain of protecting its empire, following the sam: 
tern? How are the British paying the bills? What . 
other nations sucked into the rivalry? In this condensed 
report on business in these countries with opposing 
ogies, Business WEEK attempts to summarize for its e 
ecutive readers a trend which already affects their business 
and whose influence is bound to grow until one side or ' 
other in Europe forces a new deal. 
Though German industry is operating at levels 
above 1929 and 10% ahead of even 1938, and thoug 
unemployment has been replaced by an acute labor short ; 


itoc! 





age, serious economic strains have developed in the Re 


tion. 


in the year since Munich. ; 
ead\ 


People’s Income Improving manu: 


German housewives must buy their butter, coffee 
fats on a ration basis from the neighborhood grocer, 
in contrast with this stringency, more than 8,000.0 
Germans had extensive vacations last year—many of then 
2-week cruises along the Norway coast or in the Med 
terranean for as little as $15—under the management of 
the governmental travel bureau, said now to be the 
world’s largest. The German people have a substant 
larger income than in 1932, but not yet as much as 
in 1929, 

Germany in the last few years has become the world’s 
leading producer of aluminum. Last vear its humming 
factories turned out more rayon than any other countr 
Only the United States topped the Reich in the produc- 
tion of iron, steel, coke, and cement. 

Berlin is being transformed. Whole sections of 
city are being leveled, and great new areas built o: 
scale suitable for the capital of the Greater Reich. Br 
arterial highways cut through the city, and a new subwa 
connects with the main railway stations to speed com- 
muter traffic. Vast Tempelhof airport at Berlin is the 
most impressive in Europe. There is a formidable ar 
of statistical and physical evidence of the material g 
made under Hitler. 
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Arm and spend. Spend and arm. Germany set the style; Italy cashed in on it first; frightened Britain joined the race 
in 1937, is now outstripping them all. The boom is here. It's based on government spending. But the wary investor 


fears that the tax load and the take-the-profits-out-of-war drive will stop his chance of a killing in the stock market. 
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The labor 


shortage has become so acute that Berlin has made it a 


But the signs of strain are unmistakable. 
riminal offense for a worker to walk out on a job in the 
national defense industries. Women, despite the back-to 
the-home movement of the first vears of the Hitler regime 
re being recalled to handle the lighter jobs in industry 
Czars have been appointed for the industries where the 
most serious bottlenecks threaten to develop, and have 
\utocratic powers to force rationalization and coordina- 
tion. (The dictator in the automobile industry has al 
ready decreed a drastic reduction in the number of models 
Added only in mid-August was a dicta 
tor for the coal industry, on which depend not only the 


manufactured. ) 


roaring steel mills but the whole chemical industry with 
ts Buna (synthetic rubber), and hydrogenated gasoline. 
Coal production, despite almost military efforts to boost 
t, has bogged down at very near the level at which it 
stood in 1937. 

Between the shortage of men and of materials, General 
(joering, dictator of the country’s entire economy, was 
torced a few weeks ago to admit publicly that many of 
the government's building projects are being halted tem- 
porarily, and others postponed indefinitely. For the sake 
ot prestige, the rebuilding of Berlin will continue, but 
Hamburg probably will wait a long time for the “New 
York skyline” which Hitler promised it. 

lhe financial machinery is also beginning to creak. 
axes are catching up with profits. Industries are being 
torced to liquidate their security holdings to the last share 
in order to provide working capital for the research and 
the plant expansions demanded by the government. The 

rket is becoming saturated with government issues, 
while private business is virtually deprived of the right to 
seek new capital. 

lhe Nazi boom is based on a huge public spending pro- 
control over all of the country’s 


gram, and on rigid 


uurces of labor and capital, industry and agriculture. 
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revealed, but author 


Complete spending statistics are not 

ities estimate that Hitler, during the first six vears ot 
his regime, spent 60,000,000,000 marks above the levels 
of the last pre-Hitler fiscal vear. In 1938, more thar 
45,000,000,000 marks, or two-thirds ot the national 
come, is believed to have been spent DV Various yovert 


ment bodies, including the publicly-owned utilities 

Public construction alone in 1938 accounted for 1- 
000,000,000 marks of new spending 
10,000,000,000 in 1937, and 3,200,000,000 in 
Only 2,000,000,000 marks was for new 
SO°? of 


account (compared with 30% in 


compared wit! 
1933 
Near! 


rovernment 


housing 


all building projects now are on 
}929 


Concentrating on Defense 


During 
the last six months of 1938, when Germany was working 
feverishly on the “Western Wall” of fortifications alon, 
the French 460.000 
employed, and 6,000,000 tons of cement were poured 


s detense 


Backbone of the spending program 


frontier, more than laborers wer 
(about one-third the nation’s total output in 1938). Be 
sides the direct expenditures on army, navy, and air force 
more than 3,000,000,000 marks had been spent on express 
highways up to the end of 1938. There is no record ot 
private expenditure at government request on plant and 
machinery to make the Reich self-sufficient in such vital 


raw materials as gasoline and oil, rubber, metals, and 


textile fibers to replace cotton and wool, but it has been 
Under its militarized economy, the country’s 


the Steel ‘Trust 


tremendous. 
industrial giants—I. G. Farbenindustrie 
and Krupp—take their orders, shape their production 
and increase their output on commands from the Ministry 
of Economics. 


Aim of Hitler's first +-Year Plan (1933-1936 


rearm Germany, and provide the country with a network 


Was to 


of modern roads—useful first for the rapid movement ot 


also to the realiza 


troops and field pieces, but necessary 
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The Seven Years’ War 


In AN OLD Fortress at Landsberg-am- 
Lech, where he was imprisoned after the 
unsuccessful Munich uprising in 1923, 
Adolf Hitler wrote his autobiography 
which he called “My Battle.” In it he set 
down for his eager but then not very 
numerous followers an outline of his as- 
pirations for Germany, and of the meth- 
ods by which they were to be attained. 

In 1933, when Hitler was made Chan- 
cellor of Germany, not many statesmen 
were familiar with his program. When, 
however, he reoccupied the Rhineland, de- 
nounced the Versailles treaty restrictions 
on German rearmament, and declared 
that he intended to “wipe out Germany’s 
national shame,” there was a rush among 
foreign diplomats for copies of “My 
Battle.” 

Here are a few highlights of the 15- 
year-old work which, in the threatening 
summer of 1939, are worth recalling: 

“Nothing but sufficient space on the 
earth ensures freedom of existence to a 
nation.” 

“This must be remedied by the Nation- 
al Socialist movement, which must at- 
tempt to remove the disproportion be- 
tween our population and our area—the 
latter seen both as the source of nourish- 
ment and the basis of political power 
between our historic past and the hope- 
lessness of our present impotence.” 

“It is not by flaming protests that 
oppressed lands are brought back into 
the embrace of a common Reich, but by 
a sword ever ready to strike.” 

“No nation on earth holds a square 
yard of territory by any right derived 
from Heaven. Frontiers are made and 
altered by human agency alone. The 
fact that a nation succeeds in acquiring 
an unfair share of territory is no supe- 
rior reason for its being respected for- 
ever. It merely proves the strength of 
the conqueror and the weakness of those 
who lose by it. This strength alone con- 
stitutes the right to possess.” 

“The frontiers of 1914 mean nothing 
in respect to Germany's future. They 
would not give the German nation in- 
ternal solidarity, nor would they pro- 
vide it with nourishment; from a military 


Munich milepost—Chamberlain, Daladier, Hitler, Mussolini 


standpoint they would not be suitable or 
even satisfactory, nor would they im- 
prove our present situation with regard 
to the other world Powers . . . It is the 
duty of National Socialists to cling stead- 
fastly to our aims in foreign policy, and 
these are to assure to the German na- 
tion the territory which is due to it on 
this earth.” 

“We National Socialists have deliber- 
ately drawn a line through the pre-War 
tendency of our foreign policy. We 
stem the Germanic stream towards the 
south and west of Europe, and turn our 
eyes eastwards. When we talk of new 
lands in Europe, we are bound to think 
first of Russia.” 

Sketching through these sweeping de- 
mands and _ predictions, chancellories 
pause nervously over one of the most 
specific: “German Austria will have to 
return to the great German Motherland.” 
In 1924, it looked silly, impossible. Since 
1938, it has set researchers to work afresh 
on the writings and speeches of the man 
Europe has come to fear most. 

For a year, his success was mostly a 
matter of domestic interest within Ger- 
many, but since 1935 he has checked off 
an amazing series of aggrandizements 
which have hit more and more directly 
at other nations in his way, and have 
carried his program step by step to- 
wards the goal outlined when he was 
still an unknown soapbox orator. 

The Saar plebiscite was scheduled by 
the treaty makers, but it was turned 
into a national triumph by the superb 
showman in Berlin. And it gave the 
Germans important new supplies of 
coal, as well as national prestige at a 
moment when it was needed to bolster a 
people already feeling the strain of the 
tremendous Nazi drive for autarchy. 

Reoccupation of the Rhineland, in 
direct contradiction to the provisions 
laid down in the Treaty of Versailles, 
brought a modest threat of action by 
France, but Britain quickly discouraged 
any move which might make trouble. 

Like Topsy, the alliance with Italy 
“just grew.” Hitler, in “My Battle”, 
viewed Italy as a natural ally because 


he believed Rome and Berlin could 
common cause of their efforts to 

the other Powers in Europe. But 
the British-sponsored sanctions, in 
by the League of Nations, which 

Mussolini into Hitler’s arms durir 
maneuvering for Ethiopia. 

The annexation of Austria in 193+ 
the first important foreign advent 
the Nazis. Besides welcome sup; 
foreign exchange and high-grade 
ore, it brought Germany to the Bre 
where the Reich could enforce its 
with a reluctant Italy, and put 
authority astride the trade routes t 
east. 

Then came Munich and the Sud 
land, which, though it gave Ger 
a territory as large as Belgium, wa 
prize at all compared with the hum 
of Britain and France. For six m 

from Munich to the capitulatio: 
the Czechs last March—it looked 
Hitler was riding to a fast victor 
his drive for “Empire power on 
Continent.” Memel, whose return t: 
Reich would have been a major dev: 
ment as recently as three years ago, 
swallowed like a crumb. 

Since March, there has been a rea! 
tempt to stem the Nazi tide. The Brit 
despite Munich, have taken the lead 
“stop Hitler” movement. John Bull's 
program is now so big that it aston 
even the British. Conscription has hx 
introduced in Britain for the first tim: 
except when the country has bee! 
war. Despite the Englishman’s tr 
tional individualism, he is submitting 
many of the regulations which he decr 
until recently in Nazi Germany. And 
has guaranteed nations in eastern Euroy 
which he once considered “beyond | 
don’s sphere of immediate concern.” 

No one in Europe believes that Hitle: 
has abandoned his dreams or his «dk 
mands. The current crisis over Polar 
is only one of these. Is Hitler going t 
win another Munich? Or is London read 
now to put into effect its “stop Hitle: 
plan? Either way, business is in for 
long period of readjustment—as this r 
port shows. 
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f his dream (Ford-inspired from America) of mak- 

attractive for every German workman to own his 

ir. The endless line of tanks, trucks, motorcycle 

¢ gun corps, and portable pontoon bridges which 
eolled into Prague four hours after the announcement of 
the capitulation last Mar. 15, indicates the military value 
»o Germany of the new road system. 

Aim of the second +Year Plan (1937-1940) is to 
‘rebuild Germany” and make the country completely self- 
suficient. The shortage of men and materials has cut 
down the public works, and agriculturally the “autarky” 
program has apparently almost reached its limits, but 
industrially it has made spectacular gains, and, to the 
extent that science and stubborn determination make 
possible, this progress will continue. 


Industry Strains to Keep Pace 


Hitler is constantly upping his demands on industry. 
Last year, by almost superhuman effort, the chemical 
industry managed to squeeze 1,700,000 tons of synthetic 
gasoline from coal, but the Germans at the same time 
had to jump their gasoline imports nearly 20% over the 
previous year to keep up with the growing needs of 
motorization. This year, synthetic gasoline production is 
expected to reach 2,500,000 tons, but during the first 
three months of 1939 imports of petroleum products were 
nearly 50% greater than a year ago. 

Germany has apparently hitched its wagon to a star as 
far as synthetic rubber production is concerned, also. Out- 
put of Buna this year probably will amount to 20,000 tons. 
Two new plants are under construction which are ex- 
pected to boost the tonnage to nearly 60,000 by the end 
of 1941. Consumption at present is 100,000 tons, but by 
1941, Germany expects to be putting its People’s Car on 
the highways, and tire orders should jump demand far 
above present levels. 

In the textile field, Germany has made progress but 
still has far to go. Last year about 26% of the textile 
industry was supplied with materials produced at home, 
compared with a bare 514% in 1933. 

Two recent developments are of special significance. 
One is the mass production of a cheap automobile (B/W — 
{prr’30,p45), and the other is the Hermann Goering 
Steel Works, both the results of an increasingly central- 
ized economy (BMW —4A pr8'39,p22). 

One of Hitler’s earliest economic adventures was to 
order the radio industry to build a cheap set for mass dis- 
tribution in the Reich. Within a year, the People’s Radio 
was on the market. German radios are still relativels 
more expensive than American, but there is no shortage 
of inexpensive sets, and practically every German home is 
prepared to listen dutifully to the speeches of the Fiihrer 
if not to the barrage of Nazi propaganda which is broad- 
cast day and night. 

As soon as the People’s Radio had proved that busi- 
ness, like government, could be made to function by com- 
mand, Hitler demanded an automobile which could be 
sold for as little as 1,000 marks (about $400 at current 
oficial exchange rates). Ford and General Motors, both 
of which manufacture in Germany, were approached and 
both are reported to have declared that they were unable 
to produce a car in Germany at much less than the 
Present minimum price of about 1,400 marks. 

Finally, the task was assigned to the Labor Front, the 
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government-controlled organization into which all la 
unions were merged by the Nazis. From their own pet 
sonnel, and with their own funds, they have created a 
car, several hundred of which are on the road in var 
parts of Europe undergoing rigid tests. And at Faller 
ben, a huge factory is nearing completion which will t 
out, not the 1,500,000 cars a vear that the first ext: 
gant reports claimed, but 100,000 in 1940, and 250,000 


by 1942, 
Significance of People’s Car 


Significance lies in the fact that this is the most “sox 
istic’ of the big economic experiments of Hitler’s National 
Socalist regime. The people (Labor Front), organized 
through the government, have created a car, provided the 
capital from organization funds to build a factory and 
produce it, and are handling the distribution through 
their own organizaton. More than 253,000 workers had 
“subscribed” for cars by July 1, and 100,000 had paid the 
purchase price in full though they cannot possibly take 
delivery until next year. Here is one business—a key 
industry and one of the most profitable in many countries 
—almost as completely operated as a state enterprise as 
it would be in the Soviet Union. 

The second development which is being watched 
anxiously by German industry is the Goering Steel Works 
Germany lacks iron. No war can be fought without a 
plentiful supply. Present imports from Sweden and 
Spain might be cut off. One of the biggest projects in 
the second 4+-Year Plan to make Germany economical], 
self-supporting calls for the exploitation of all of the 
undeveloped iron ore deposits in Germany by a vast, gov 
ernment-created organization to be known as Goering 
Steel. All the important members of the established steel 
industry were compelled to subscribe capital, but the gov 
ernment maintains full control of the new project. It will 
dominate the whole industry. Many steel leaders feel 
that they will ultimately be forced to “sell out” to Goer 
ing Steel. Certainly thev will be completely dominated 
by it. 

Food Still Problem to Reich 


Though far from being critical, Germany's food situa- 
tion is steadily deteriorating in regard to both quantity 
and quality. The only bright spot is the substantial carry- 
over of grain. Stocks of bread grain alone are sufficient to 
meet the country’s requirements for human consumption 
for seven or eight months. This satisfactory position is 
due, however, to two non-recurring factors: (1) a bumper 
wheat crop in 1938 and (2) large grain imports which 
Germany was able to buy just before the Munich crisis 
with the foreign exchange reserves seized from Austria. 

Arable land is constantly being withdrawn from agri- 
cultural use by the construction of fortifications, air-ports, 
and highways. The Reichs-Kredit-Gesellschaft report for 
the first half of this year estimates that in 1937 and 1938, 
the country lost in this way at least 275,000 acres of good 
farm land, enough to provide food for 360,000 people. 

Despite all its herculean efforts, the government has 
been able to boost the country’s food self-sufficiency only 
from 75% in 1933 to 83% in 1938, and a part of this, 
according even to ardent Nazis, is due to restricted con- 
sumption of many products. Germany still is dependent 
on foreign supplies for nearly half of its butter, oils, and 
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fats, for at least a fifth of its supply of fruits, and 10% 
of its vegetables. One egg out of every five consumed 
comes from outside the country. Authorities doubt if Ger- 
many can improve this degree of food self-sufficiency 
within its present borders. 

Although Germany is in the midst of its biggest busi- 
ness boom, industry is beginning to feel the pinch of a 
controlled profit system which is in line with all of the 
other regulations affecting supplies, labor, and plant ex- 
pansion. The government already has a hand in the control 
of rent and interest rates, and profits—with a few special 
exceptions—are restricted to 6%. People who live largely 
on an income from stocks and bonds will feel the pinch 
increasingly as corporation taxes are boosted, as they were 
in 1936, ’38, and '39. 

Two great economic problems face the Third Reich 
in 1939: 

(1) With no more unemployed, how is Germany going 
ahead with its vast program? Only by bringing great 
numbers of women back into industry, by importing 
workers—which is growing more difficult as other coun- 
tries mobilize and rearm, by creating labor-saving mach- 
inery, or by lengthening the hours of work can the Reich 
expect to continue to expand industrially. That is, unless 
Germany can count on the conquest of fresh territory in 
which it can control labor as well as fresh reserves of raw 
materials. 

(2) And there is the financial problem. If since 1933 
there has been comparatively little overt inflation in Ger- 
many, this is due to the fact that currency spent by the 
government has been ruthlessly and efficiently driven back 
into the treasury by means of taxes and public borrowing. 


Is Inflation Ahead? 


It has often been professed by Nazi economists and by 
the Fiihrer himself that pump-priming by expenditure and 
credit inflation is not dangerous as long as every addi- 
tional mark put into circulaton is followed by an increase 
in the production of goods in the corresponding amount. 
This worked for the first few years of the present regime. 
But German industry has now reached “full employment” 
and credit expansion continues unabated. From April, 
1938 to April, 1939, the volume of Reichsbank credits in 
the form only of discounts of commercial and treasury 
bills increased by 2,290,000,000 marks, while similar 
credits of private banks grew by 3,300,000,000 marks. 
This is a gain of more than 30% in a year. 

This credit expansion occurred in spite of the fact that 
both tax revenue and long-term borrowing had reached 
record heights. Tax receipts rose from 13,900,000,000 
marks in 1937 to 17,700,000,000 in 1938. For 1939, the 
Finance Ministry anticipates another rise to 22,000,000,- 
000 marks, though this includes income from Austria 
and the Sudetenland. 

On the other hand, the recorded indebtedness of the 
Reich rose during the past fiscal year by nearly 12,000,- 
000,000 marks, from 19,000,000,000 to 30,700,000,000. 

And tax-anticipation certificates—the last word in 
German technique of currency creation and compulsory 
borrowing—are being shoveled at the rate of 7,000,000,- 
000 to 8,000,000,000 in the current fiscal year. 

For more than a year now, Germany has been import- 
ing workers, and, despite all decrees proclaiming a mora- 
torium on wage increases, the rates—particularly for 


| 


skilled workers—have been upped far more thar 
statistics show. One high authority in the Labor 
try stated bluntly in a recent issue of Goering’s m 
The Four-Year Plan, that the government had 
lost control over wages. 

Prices also are getting away from the rigid con: 
the first Hitler years. Though the official ind 
wholesale prices have risen only 20% since 1933 
mans themselves insist that these indexes are no 
reliable because they fail to take into account the dete: 
ation of quality and the entire lack of many items f 
to the masses before 1933. 


No Time for Novelties 


The increase in purchasing power, which in am 
country would have been a matter of great satisfact 
viewed with alarm by Nazi officials because, wit 
present pressure of armaments and public constr 
industry cannot cater to public whims. Even the « 
Reichs-Kredit-Gesellschaft in its latest economic 
points a warning finger at the 64% boost in labor ji 
between 1933 and 1938, compared with the skim; 
crease of 29% in the output of consumer goods. 

Germans, in the anxious summer of 1939, look 
with mixed feelings on the new way of living the Naz 
have brought them. So long as they have plenty of { 
they are not greatly disturbed over the narrowing variet 
Time and experience are improving the quality of 
substitute materials they use in their clothing. But 
regimentation which at first touched them only super- 
ficially is being intensified. Summing it all up, this regi- 
mentation hits them in these ways: 

As workers, Germans can no longer change their 
without the consent of the Labor office. They can by 
scripted for work in any part of the country for a 
which is considered a “national emergency project.” And 
for more than a year every youngster leaving school has 
been compelled to register with the official labor exchanges 
—the beginning of a card index system which makes 
workers completely dependent on the national Labor 
authorities. 

As business men, they are coming to be increasing! 
dependent on the state. Raw materials for factories are 
rationed by a central authority. Hours, wages, profits ar 
prescribed from Berlin. ““Commissais” have been appointed 
during the last two years for half a dozen industries wit! 
full authority to force rationalization, determine whic! 
industries must expand to meet national needs and whic! 
cannot be allowed to expand, and finally to determine 
what orders are to have priority over all others. 


Germans Feel the Strain 


For five years, gains outweighed inconveniences, profits 
grew faster than taxes, men at work—even at low wages 
and under some compulsion—were happier than men or 
relief. This year, Germans are beginning to show the 


strain. 

Taxes were sharply boosted in the spring, but it 
doubtful if the increase will go far in covering the moun- 
tainous expenditures. And with industry already operat- 
ing at capacity, the sharp revenue gains which marked the 
boom while it was on the upgrade cannot much longer be 
expected. To the experienced observer, Germany seems 
to be confronted with the alternatives of inflation or 
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NOT PEACE-BUT A SWORD 


Europe's crisis finds the battie-lines already sharply drawn across the map. Millions of its men have been put into 
uniform, its skies filled with planes, its frontiers walled with fortifications. On both sides of the struggle, leaders 
have been bargaining for allies, feverishly turning out armaments—waiting for some momentary advantage which 
would embolden one side or the other to force a showdown. Here are the “sides” and the countries in the middie. 
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slowing down its production schedules until it can accumu- because (1) its internal capacity to keep up 
late fresh reserves of raw materials and man-power. Or of opposing forces is already strained, and must be 
acquiring new territories on which it can feed. mented soon with fresh labor, raw materials, and 
Hitler has made it plain in the last few weeks that he tial markets, and (2) its opponents, now that the 
has no intention, despite the formidable opposition, of accepted the totalitarian challenge, will quickly < 
giving up his plans to get additional living space for his play their far greater economic reserves. 
people. Experts declare he could safely abandon most of Though startling points of similarity have a 
his rearmament program now without fear of a disas- lately between the methods of economic mobilizat 
trous return of unemployment. Germans are clamoring the totalitarian and the democratic countries, Bri: 
for all kinds of household items and food which they might still far behind Germany in the effectiveness of its 
have if less money were being spent for guns and planes, ment production and in the degree of centralized 
and if laborers could be shifted from airplane factories to trial control. 
textile mills. The railroads are desperately in need of Britain, like Germany, is in the midst of the 
attention. ‘Tools and machines need replacing after the industrial boom in its history, but because it is a 
intense wear and tear of the last six years. based on the anticipation of war, it is reflected in ; 
But if Germany refuses to alter its present course, it employment and skyrocketing production in the 
must move quickly to carry out its territorial aspirations industries rather than on the stock market where 
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wors are about equally nervous over the effects of possible 
ir raids and of growing government controls over profits. 

Though industrial output is nearing a new peak, econ- 
omists and business leaders insist that the full effect of 
the gigantic emergency spending program could not be felt 
by business until the last half of 1939 when the arma- 
ment program, as now scheduled, will reach a maximum 








, in volume of expenditures and of production. 

In a terminology familiar to Americans, Britain is in 
the midst of a gigantic public works spending program. 
Instead of TVA and WPA and PWA projects, Britain’s 
efforts are all concentrated on rearmament. And instead 
of being created to buy Britain’s way out of a depression, 
the program was launched in 1937, at the peak of a 
boom which surpassed even 1929. 

In 1937—six years after the Japanese started their 
China campaign at Mukden, four years after Hitler was 
swept into power in Germany, and only after Mussolini 
had bullied Italy into Ethiopia—Britain started to rearm 





seriously. 
Getting Ready for a Showdown 


In a burst of tardy alarm, Parliament decided that it 
was worth $7,500,000,000 to put Empire defense forces 
in shape for a showdown with the nations which no 
longer seemed frightened by the futile roaring of the 
tired British lion. 

Britain spent about $1,300,000,000 on the new pro- 
gram in 1937, and another $2,000,000,000 in 1938. 
Business showed the effects immediately. Though there 
was a modest slump in 1938, it didn’t compare with the 
drop in activity in the United States. But the results in 
terms of guns and planes and ships didn’t make enough of 
a showing to allow Britain to risk a showdown at Mun- 
ich. Factories were built, and equipped; shipyards were 
bristling with skeleton hulks; but mass output wasn’t yet 
under way. 

1939 is the key year, for then government spending will 
touch a peak somewhere above $3,000,000,000, more than 
$2,000,000,000 of which will go directly into the building 
of armaments or civilian defenses. 

How is Britain paying for the boom? 

By taxes, and by borrowing. Until 1938, Britain re- 
mained fiscally orthodox. When tax revenues failed to 
cover expenditures, there were new taxes. But when 
defense spending began to soar, Britain had to turn to 
borrowing. Between 1929 and 1936, London’s annual 
defense bill was a little more than half a billion dollars a 
year. In the year ending in March, 1937, it jumped to 
more than $900,000,000, in 1938 to $1,315,000,000, and 
in 1939 to $2,000,000,000. Before this fiscal year ends, 
the British will have spent a total of at least $3,500,000,- 
000. 

This is the backbone of the boom—but not the whole 
boom. Though British steel production set a new all- 
time record in May, and electric power consumption set 
a new record in April, it is significant that since June, 
1938, the largest decline in unemployment has been in 
the cotton goods industry (87,000), woolens and worsteds 
(31,000), and coal (44,000). None of these industries 
is concerned directly with defense work as a major pro- 
portion of its output, though some textile firms are tem- 
porarily working to capacity to provide uniforms for the 
expanded army. They are benefiting mainly from the 






re 
w 


7 
S4IPW 4° SUOTIIG 






















2 






a 
S4IPOW 4° SUOHIIG 





we 













os woe 4 Cf  @& 


SUAPW 5° sUuoriG 


















X Bie 


AUGUST 26, 1939 





general increase in employment and purchasing power, 
just as the ubiquitous British pub is doing a roaring 
business now, movies are packed, and the railroads are 
running special trains to seaside resorts, 

In some other trades, the effect of the boom is quite 
different. Housing, for example, has slumped off tre 
mendously because private capital has been diverted into 
defense lines and is, furthermore, reluctant to invest in 
property which may be subject to war-time aerial attack 
against which the British companies have refused to 


insure. 


Americans Fall in Line 


But the same threat accounts for a tremendous pickup 
in heavy construction. The government has been respon- 
sible for more than 50 huge shadow plants (Bd —4 pr23 
"38,p44), where airplanes and war materials are manu 
factured. Every business is required to provide air raid 
shelters for employees who must stay on the job in time 
of war. Every bank in London has elaborate shelters in 
its basement; many have prepared country places outside 
London for operations in case of war and where com 
plete records are already kept. The H. J. Heinz Co. was 
one of the first to complete its air raid precautions, and 
General Motors won commendation in the London press 
for the $500,000 trench shelter system for workers at its 
British plant. Almost every kind of business has installed 
war emergency equipment this year, and is writing off 
the costs as fast as it can. 

Though Britain’s boom is real, it has brought with it 
problems which are genuinely alarming to executives. 
Fresh government borrowing which will touch $4,000, 
000,000 under present plans after almost 20 years of 
balanced budgets; conscription of a quarter of a million 
men a year; compulsory diversion of hundreds of thou 
sands of citizens from their normal activities; and the 
spending over long periods of at least 10° of the national 
income on non-productive armaments are changing the 
economic system in Britain. 

One of Britain’s greatest worries today is a labor 
shortage. Unemployment is falling at the rate of nearly 
150,000 a month and no end to the decline is yet in sight. 
The number of jobless is down to 1,350,000, and employ- 
ment has reached an all-time record of 12,810,000. 


Four Labor Problems 


The threatening shortage raises four serious problems: 
(1) Can women be trained to take over men’s jobs before 
the crisis becomes acute? (2) Can Britain, in the face of 
the present emergency, afford to allow bottlenecks to 
develop in arms factories if greater state control over 
labor would iron them out? (3) To what extent is 
Britain going to be forced to buy abroad certain essentials 
which the lack of workers at home makes it impossible to 
produce herself? And, (4+), can wages be controlled when 
competitive bidding for workers really gets started? 
Britain faces all these questions in the last half of 1939, 
just as Germany ran into them two years ago. Before 
the end of this year, war or no war, London will have to 
adopt some of Germany’s drastic methods to handle the 
situation. 

The labor shortage is partly responsible for another 
problem. The fear now is that, though the government 
is prepared to boost taxes even more drastically than in the 




























40 


BUSINESS UNDER 





last few years, an inflation will develop from the keen 
competitive bidding for both workers and raw materials. 
Germany, even with its drastic government control over 
the movement of workers from place to place and over 
prices, has not succeeded completely in the last year in 
preventing a rise in both wages and prices. Britain, so 
far, has avoided such strict measures, but rearmament is 
being boosted much faster than it ever was in Germany 
and the problem will appear more quickly. 

It is in the field of industry control that Britain’s eco- 
nomic mobilization has had its greatest effect. Two kinds 
of regulations have already been imposed: (1) com- 
pulsory, and (2) voluntary. 

In part to increase tax income but also to force a part 
of the highly-developed automobile industry to handle a 
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growing amount of government armament busir 
horsepower tax on automobiles was increased this 
Complaints from manufacturers were faint. |} 
for before they could feel its effect in declining ¢ 
they were loaded with government orders whi 
than took up the slack. 

Britain adopted conscription with none of the 
of the totalitarian states, but when it came in \ 
was accompanied by rulings that conscripts are « 
during period of service from meeting (1) any 
ment payments, (2) insurance premiums, or (3 
gage payments. In addition, employers were war 
real Nazi firmness that they would pay a heavy 
they fired any workers because their time for | 
service was approaching or refused to take then 
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————+—__—____ 





(fiscal yeors ended March 3!) 





4 


svornliw 











a GOVERNMENT TAX RECEIPTS 
l ’ 


4+—_——_—— 








— | | | 








eee 








yenger oe 





2 
8. But England is borrowing 
to pay today’s bills 


——“T" (fiscal yeors ended March 31) ~T— 


aan 


1 GOVERNMENT — 
SURPLUS (+) 
OR DEFICIT (—) 


we Pe pe a 
"| 7. National income is growing 














SPUNGY 4° SUOCITTIW 












































ne wee me Oe oe 
10. And exports will be main- 
tained with difficulty | 
| } 
IMPORTS 








t 








spunog jo suoriiIW 





























3 














LIVING 
| 


°o 











ft 
EXPORTS 
































BUSINESS WEEr 








Billions of Marks 


— 


when i! 
subject 
onfror 
the em 
Of t 
the ) 
Duty, 
n Jun 
the ex 
ibout 3 
tary fo 
the po) 
tar as 
eral bi 
econon 
ndust1 
direct 
stimul: 
mass p 


The 
busines 
of Sup 
ng th 
possib] 
deen ft 
of con 

ae 
scale— 
publi 


Case 0 























~ = 
s 3 
suonpiw 


’ 

uw 

o 
spunog 40 


+ 50 





—) °o So 
SPUNG, 4° SUuoITIW 


oO 






























gUSINESS UNDER ARMS 





eE~_ 


BOOMING INTO THE RED 


The price of this year’s business booms in Evrope — in each case the result of huge government spending for rearmo- 
ment—can be read in soaring government deficits. For Germany, only estimates are available; for Britain, the amounts 
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when it was over. Since a quarter of a million men are 
subject to conscription each year, insurance companies are 
confronted with a formidable problem of adjustment to 
the emergency moratorium. 

Of three taxes that have so far been levied on business 
-the National Defense Contribution, the Excess Profits 
Duty, and the Armament Profits Duty—the last, passed 
n June, is the most drastic for it imposes a 60% tax on 
the excess profits of all companies receiving more than 
about $1,000,000 (£200,000) of direct defense and mili- 
tary food orders in any year. While it presumably meets 
the popular demand that profits be taken out of war as 
far as possible, the new tax, since it does not affect gen- 
eral business, fails entirely to cover the more serious 
economic problem of preventing the over-expansion of 
industries which are likely to be encouraged, not by 
direct arms orders so much as by the general activity 
stimulated by the indirect effects of arms activity on 
mass purchasing power. 


Nazified Control 


The most far-reaching threat of state control over 
business came last spring when Britain created a Ministry 
of Supply. Though, so far, it is doing little beyond assist- 
ing the army to equip the new conscripts as quickly as 
possible (despite the fact certain textile plants have 
been turned inside out to produce uniforms, whole camps 
of conscripts are still drilling in business suits and bowl- 
ers), the Ministry already has the authority—on a Nazi 
scale—to (1) enforce priority for orders necessary for 
“public service”; (2) examine records and fix prices in 
case of a dispute between industry and the government; 
3) force industries to build air raid shelters for workers ; 
+) requisition output of specific industries whenever 
necessary; and (5) requisition storage space and lay in 
reserves of both food and industrial supplies. Few of 
these powers have been exercised yet, but if bottlenecks in 
production occur this fall, or if the defense program is 
continued indefinitely, Britain already has set up the 





AUGUST 26, 1939 


ae 


es ie 


















































the 


legal authority, on a totalitarian pattern, to meet 


emergency. 
Cooperation Mostly ¥ oluntary 


Industry has felt the pressure from the government in 
other lines though cooperation is still largely voluntary. 
Since, in Britain, the government already controls the 
railroads, the airways, the telegraph and telephone sys 
tems, and the radio, no new legal action is necessary to 
impose emergency measures on them. Because of its 
dependence on government business, the shipping and ship 
building industry already takes its orders from Parliament. 

Theaters have been warned that they will have to close 
immediately in case of war, leaving the burden of enter- 
tainment entirely to radio. 

The retail automobile trade is typical of many which, 
at government suggestion, have completed full voluntary 
surveys of men, machine parts, and equipment. 

Organized under the Food Defense Department, the 
fish trade has instituted a voluntary plan for distribution 
from 55 key 
under any emergency. 

Only last month Geoffrey Lloyd, Britain’s Secretary 


points. Prices will be rigidly controlled 


of Mines, announced a comprehensive plan for wartime 
control over production and distribution of coal, gas, and 
electricity, with prearranged priorities to insure adequate 
supplies of coal to essential industries. Private car own 
ers have been warned that gasoline will be rationed as 
soon as any emergency So will 
supplies are cut off for any length of time. 

Finance has felt the iron hand of the government, too. 
In January, the Bank of England requested all banks to 
refrain from facilitating speculation in foreign exchange. 
The eight-year-old embargo on foreign lending, relaxed 
slightly in 1935, has been reimposed except as the govern- 


arises. food if foreign 


ment sees fit to make “political” loans to its allies. And 
in April, an unofficial but quite effective curb on pur 
chases of American securities was imposed simply by the 
spoken request of the Chancellor of the Exchequer that 
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brokers discontinue the circulation of quotation lists of 
New York stocks. 


German System Spreads 


Anxious months are ahead for Europe. 

German officials still talk about a return some day to 
an economy dominated by private enterprise, but the Ger- 
man business man seldom discusses it. Whether or not he 
accepts Hitler’s ultimate dream of a vast self-sufficient 
Empire, he knows that each new acquisition so far has 
cost him a little more in terms of business and personal 
freedom, and that Nazi aspirations project a long future 
of self-sacrifice to the state. 

Germany’s business pattern has already spread far 
beyond that of Britain, which is adopting it reluctantly 
as “an emergency measure,” just as the Germans thought 
they were in 1933. France is familiar with many of its 
forms. So are Japan and Italy. Their story has already 
been told in this survey of what has happened in Germany 
and Britain. Variations of the same emergency measures 
are creeping into the framework of nearly every country, 
usually on the basis that centralized authority is necessary 
for some big job that needs to be done in a hurry. 

Pending a final showdown between the opposing forces 
—now or later—the present business boom will continue. 
With it will come an intensification of controls. Ger- 
many is likely to remain the pacesetter. Labor conscrip- 
tion will become general, rather than merely a limited 


emergency practice. Heavy industry will becom: 
ingly dependent on the government for orders, ; 
tal, the right to acquire war materials and colle 
Consumer industries will be more drastically squ 

Even if war is avoided, business will not easi! 
to free itself from the controls, and labor to libe: 
from the regimentation, which have been accept: 
face of what appeared to be a dire, but only t 
emergency. Today’s boom in Europe is no real 
to the problem which Hitler set out to solve for ( 
in 1933. That is why stock markets have 
respond, though the manufacturer—in Germany. 
Italy, or Britain—is making the best of things 
are and taking his profits. 


Lesson for America 


American executives are watching the Europe 


anxiously. For the present, many of them are getti: 


war equipment orders in their European bran 
for home factories. Competition in third markets 
America, Africa, and the Far East—is diminis! 
European and Japanese competitors are absorbe 
home affairs. But because Europe has so clearly : 


to us the pattern of business regimentation deliberat 
woven by governments under the threat of war, we ar 


ruefully watching the centralization which is 


Will it come here too? 





should be addressed directly to: 
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ANTI-TRUST 





Arnold Seorns Movie Code 


Assistant attorney-general says proposed trade 
practices won't induce him to drop anti-trust suit against 
big companies. He wants basic reforms. 


WasHincton (Business Week Bureau) — 
Beating the devil ‘round the stump isn’t 
getting the big movie producers any- 
where. Assistant Attorney General Thur- 
man Arnold still is right behind them 
and last week tossed out of the window 
the proposed trade practice code that 
they hoped might shut the door to anti- 
trust prosecution. Arnold’s challenge to 
ihe lawyers still playing horse in court 
over the suit filed against the “big 8” by 
the Department of Justice in July last 
vear follows Secretary of Commerce 
Harry Hopkins’ letter of last June in- 
forming Sen. Neely that consideration 
given by Congress to his bill to prohibit 
compulsory block booking of films should 
not be influenced by the “special atten- 
tion” which the Commerce Department 
has undertaken to give to the problems 
of the movie industry. Hopkins had been 
conferring with Will Hays’ crowd on im- 
proving relationships between producers, 
exhibitors, and the public. The Senate 
passed July 17 the bill for which the 
Hays organization offers its code as a 
substitute. 


No Real Remedy, Says Arnold 


Scorned by the independents, the code 
would not abolish block booking or blind 
selling in the leasing of films to ex- 
hibitors, as the Neely bill is intended to 
do; but the code would give them a 
limited right of cancellation, depending 
on the price of the block, by allowing 
withdrawal of a picture locally offensive 
or by permitting an exhibitor to get a 
popular picture in special circumstances 
without having to lease an entire block. 
The code would also give independent 
theaters a better break on clearance— 
the elapsed time between the first and 
subsequent showing of films—and as- 
surance at least that they won’t be cut 
off entirely. All disputes would be sub- 
ject to arbitration. 

Arnold rejects the code because of its 
assumption that the present organization 
of the industry is legal and that divorce 
of production and distribution from ex- 
hibition is unnecessary. The code, he 
contends, will offer no remedy for condi- 
tions in which independent theaters are 
being driven out of business, new com- 
petitors find it almost impossible to get 
films on a non-discriminatory basis, inde- 
pendents have very little freedom in the 


selection of films and in the management 
of their own business, independent pro 
ducers find it almost impossible to get a 
satisfactory market because of the 
domination over picture houses by the 
major companies, new capital investment 
is discouraged, and theater patrons are 
not given an opportunity to choose the 
type of motion pictures which they desire 
to see 

The major companies haven't lost the 
battle yet. Rep. Lea of California, chair- 
man of the House Interstate Commerce 
Committee, may be able to block the 
Neely bill next session. Arnold may be 
snubbed in court, but it’s plain to Wash- 
ington observers that neither Arnold nor 
Hopkins relishes the notion that the 
movie producers are smart enough to 
play the Department of Commerce and 
the Department of Justice against each 
other. 

Both Arnold and Hopkins have en- 
dorsed, in the abstract, a procedure 
whereby industries which have run afoul 
of the anti-trust laws in attempts to 
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stabilize conditions might develop, under 
the aegis of the Commerce Department, 
other methods of accomplishing this ob 
ject that would escape legal pitfalls and, 
when embodied in a civil decree, also 
satisfy the demand, of the Sherman Act 
for its pound of flesh 

Arnold’s blast against the code offered 
by the Hays organization blacks out any 
chance that this would be acceptable to 
the Department of Justice as an induce 
ment to abandon its suit against Para 
mount, Loew’s, R.K.O., Warner Bros., 
Twentieth Century-Fox, Columbia, Uni 
versal, and United Artists, for divestiture 
by the producers of their ownership in 
theaters. 


Scheduled for Scrutiny 


Charles H. Carr, special assistant at 
torney general, now is in Los Angeles 
with letters of authority from Attorney 
General Murphy to check up on the fol 
lowing 

The merger which resulted in the pres 
ent Twentieth Century-Fox Corporation 
including the activities of its executives, 
Joseph M. Schenck, Darryl F. Zanuck, 
William Goetz, and William Dover. 

Possible conspiracy between movi 
producers and labor leaders to stifle 
union activities 

A reported $100,000 payoff by film 
producers to William Bioff, representa 
tive of the International Alliance of 
Theatrical Stage Employees. 

Possible income tax evasions by pro 
ducers, stars, and others in the high- 
salary group. 

Possible restraint of trade through 
block booking or other methods 





Packard's Employees Take C1.0. 





Last week, in NLRB’s first collective 
bargaining election in auto plants 
involving a choice between C10. 
and A.F.L. wings of the United 
Automobile Workers, Packard em- 
ployees (above) gave C.1.0. 6,090 


Wide World 
votes; A.F.L. 1,547 votes. This week 
Motor Products Corp. employees 
voted CIO. by 11 to 1. Chrysler 
Corp. and Briggs Manufacturing Co. 
employee elections are scheduled for 


next month. 






























































414-Labor and Management 





Armour & Co. and the Packinghouse Workers Organiz- 
ing Committee warded off a strike last week when they 
met, separately, with Labor Secretary Perkins, pared 
down their demands, Left, Mme. Perkins and (extreme 
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left and right) Labor Dept. Conciliators John C. 
and John Steelman, with Armour officials Harv: 
Ellerd, H. 8. Eldred, F. D. Green, and attorney W. ( 
Kirk. Right, the P.W.0.C. delegation. 





INDUSTRIAL RELATIONS - 


PERSONNEL - 


EXECUTIVE POLICY 





Armour Bargains with Union 


Company says branch managers have authority 
to deal with C.1.0. group. But a rival A.F.L. union claims 
a rapid growth that gives it superiority. 


Tue sounp of heavy artillery has for 
weeks echoed above Armour & Co. and 
the Packinghouse Workers Organizing 
But both sides have been 
using more blanks than high explosives. 
Each has cautiously backed away from a 
fight, while proclaiming complete willing- 
ness to get in there and swing. 

Last week Van A. Bittner, chairman 
of P.W.O.C., a subdivision of the Con- 
gress of Industrial Organizations, gave 
up his demand for a single agreement 
covering all Armour plants. Matching 
his generosity, Pres. R. H. Cabell of 
Armour told Bittner and Secretary of 
Labor Perkins that each of his 
plant managements is now ready and 


Committee. 


local 


fully empowered to bargain on any ques- 
tion of wages, hours, and working condi- 
tions that may arise. 

From the tangle of counterclaims two 
facts stand out: (1) P.W.O.C. has been 
certified as sole bargaining agent in about 
half of all Armour plants (the big ones, 
of all production) 
and it says it has an overwhelming ma- 
jority of all 


totaling probably 75% 


Armour 
policy is calculated to stave off the evil 
day of dealing with the P.W.O.C. 

Why P.W.O.C. picked on Armour 
ahead of Swift, Wilson, and Cudahy is 


employees. (2) 


It got more members 
sooner in Armour plants than in the 
others of the Big Four. Also it believes 
that management solidarity at the other 
companies makes Armour an easier push- 
over. But thus far P.W.O.C. has had 
only a moral victory, because the 
Armour management wouldn’t play. 


anybody’s guess. 


Tangle Leads to Strike Threat 


So P.W.O.C. began making war medi- 
cine a few weeks ago, demanded that the 
company sit down to discuss terms of an 
agreement covering all plants. Armour 
retorted that it already bargains collec- 
tively at those plants certified for P.W. 
O.C., that nation-wide bargaining could 
legally occur only if the National Labor 
Relations Board should so order. Union 
officers state publicly that they sought 
an all-plants conference because they 
have been permitted by individual plant 
managements to discuss only individual 
grievances, one man at a time. Privately 
they say they have been getting the old 
»nush-around. 

P.W.O.C. threatened to strike, in the 
hope of government into 
action. It worked out exactly so. Week 
before last both sides were invited to 
Washington for a talk with Sec. Perkins. 


scaring the 


There the union and Armour both back« 
away from this first all-or-nothing 
tions. Now that the company has agreed 
to give branch managers enough au 
thority to deal satisfactorily with th 
union, P.W.O.C. is publicly accepting t 
company’s assurance as made in 
faith. Behind doors the 

boys are now saying, “We'll know wit! 
10 days whether they mean what 


closed 


say.” 

Certainly the union wants a strike 
no more than does the company, 
have none unless the rank and file kick 
over the traces. 


A.F.L. Offers Competition 


The Chicago situation is complicated 
by the large membership in the rival 
American Federation of Labor uni 
The P.W.O.C. has certification (now be- 
ing court-contested by the company) as 
sole bargaining agent in Armour’s C| 
cago plant on the strength of 2,840 votes 
out of 3,418 from a total force of over 
8,000 in an election last October, when 


‘the choice was between C.1.0. and “no 


But International President Pat- 
rick Gorman of the Amalgamated Meat 
Cutters (A.F.L.) 
members as C.1.0. now has in the mair 
Armour plant. Gorman last Tuesday 
promised to ask NLRB for a new el 


tion soon. 


union.” 


claims twice as many 


The Big Four packers are united in 
their anti-union policies; yet few people 
outside the front offices of the companies 
really believe that the packers can pre- 
vent eventual, 
Probably the 
pretty well 


complete unionizatio 
themselves are 
that 


only one chance to escape. 


packers 
they hav 
If the pat 
tern of labor legislation should shift sox 

enough, they may be able to stave off 
surrender to the unions as they hav 
several times in the past succeeded jus! 
when things looked blackest. 


ce onvinced 
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NLRB Bats for the Wagner Act 


Real objective of the big investigation is amend- 
ment of the labor relations law, but the board hopes 
changes in procedure will take the heat off. 


WasHINGTON is getting all set for what 
promises to be the biggest and most fiery 
show of the between-sessions period—the 
House investigation of the embattled 
National Labor Relations Board. 

The five-man investigating committee 
will swing into action right after Labor 
Day, according to chairman Howard W. 
Smith, who looks and acts every inch 
the wing-collared Virginia Democrat 
that he is. 

On the accomplishments of the Smith 
committee, which neutral observers fig- 
ure will weigh in at about $ to @2 anti- 
Administration, hangs the future of the 
Wagner Act. The ease with which Rep. 
Smith got his inquiry approved at the 
close of the last session is evidence that 
Congressmen pretty generally felt that 
“something should be done about the 
labor law,” but they never got a chance 
to vote on amendments, for five Senate 
bills and seven House bills were kept 
tightly bottled up in the respective labor 
committees, while long files of witnesses 
testified pro or con. With more witnesses 
still to be heard, the Senate committee 
record now runs to 9,845 printed pages 
and the House record to 5,465 pages—a 
whole shelf of reference material totaling 
some three million words. 

All this testimony has been been fuel 
on the fire of Congressional impatience 
to amend the act. Whether that senti- 
ment will be accentuated or dissipated 
when Congress reconvenes depends in 
part on how the Smith committee han- 
dies itself and in part on how NLRB 
succeeds in putting its house in better 
order—or rather, odor. 


Grievances Against the Act 


The Smith committee will serve its 
best purpose, in the opinion of pro- 
amendment forces, in “keeping alive” the 
spirit of the last days of the 1939 Con- 
gress, which was profoundly anti-Admin- 
istration. These same people think that 
the Wagner Act unfairly ranges the gov- 
ernment on the side of labor and gives 
the employer no help; some feel that the 
NLRB has aided the C.1.0. at the ex- 
pense of the A.F.L.; some believe that 
the law should be expanded to allow 
for mediation and arbitration as the 
Railway Labor Act does. They point to 
the slackening of labor outbreaks— 
whether purely coincidental or not— 
under anti-picketing laws in Wisconsin, 
Minnesota, Oregon, Pennsylvania, and 
Michigan, and under similar county ordi- 
nances in California, and suggest that 


there may be a good hint here for the 
national law-makers. 

Despite this body of opinion, there 
is a chance that the operating record 
of the NLRB during the next few months 
may do much to stop the drive for 
revision of the Wagner Act. Currently, 
the board is nearly four months along 
in the third and, from the business 
man’s point of view, most hopeful stage 
of its development. 

This third phase began last spring 
when Dr. William M. Leiserson, a long- 
time member and former chairman of 
the mediation board which handles rail- 
way labor problems, was named to the 


NLRB. 
“Apparently Defunct” 


In the first phase of its history, which 
began with enactment of the Wagner Act 
in September, 1935, and ran through to 
April, 1937, the labor board was pretty 
well stymied by injunctions which tied 
its hands while several important cases 
worked their way up to the Supreme 
Court. The Wagner Act had been bit- 
terly opposed before and after passage 
as unconstitutional, and upwards of a 
hundred injunctions were issued by lower 
courts. Business attitude toward the law 
was evident in the labor relations bul- 
letin sent out by the National Association 
of Manufacturers on March 21, 1937: 
Noting the “complete inability of the 
National Labor Relations Board to func- 
tion in major strikes,” the bulletin ob- 


Right after Labor Day this House 
committee sets to work prying into 
the Labor Board’s administration of 
the Wagner Act—Reps. Healey of 


Labor and Management 1S 


served that “apparently the Wagner Act 
is practically defunct whether the Su 
preme Court officially kills it or not.” 
Three weeks later, however, the Supreme 
Court upheld the NLRB orders in five 
big cases, and the board was at last on 
its way. 

In contrast to the 6,000 cases which 
were brought to it in its first 18 months, 
the labor board handled some 16,000 
during the second period of its develop 
ment from April, 1987, to May, 1939 
(The total now is more than 23,000.) 
Attacks on the Constitutionality of the 
act ceased, but during this period the 
administration was under increasingly 
heavy fire. Most common were the 
charges that the board was biased in 
favor of C.1.0., that it accepted rumor 
and hearsay as evidence, that it pro- 
vided no means by which business could 
seek relief from labor’s jurisdictional 
fights, that it didn’t give the employer 
time to prepare his defense, and—from 
the union point of view—that it let 
cases get buried for years. 

In the midst of this uproar in 1938, 
the term of Donald W. Smith ran out 
(NLRB members have staggered terms, 
with one expiring every two years.) The 
A.F.L. had been most critical of another 
board member—Edwin S. Smith—but at 
the expiration of Donald W. Smith's 
term, it concentrated its fire on him; and 
when Senate confirmation for his reap 
pointment could not be had, President 
Roosevelt named Leiserson to a five 
year term on the board. 


They Get Along Together 


The new appointee faced a difficult 
task at first in convincing the old board 
members, Madden and Smith, that he 
was coming in to work with them rather 
than against them. He asked friends 
among the newspaper and magazine 
reporters to “lay off” and not prejudice 
his chances by announcing that he was 


Mass.; Murdock of Utah; Hou ard 
W. Smith of Virginia, chairman and 
instigator of the investigation; Hal- 
leck of Indiana; Routzohn of Ohio. 











46 - Labor and Management 


going in to “clean house” at NLRB head- 
quarters. 

Observers note that the three board 
members now are getting along well to- 
gether, that the handling of cases has 
been speeded up, and that the board has 
really been “getting action” in a variety 
of ways. It has changed the rules which 
forbade employers to ask for labor elec- 
tions. It has made needed replacements 
among its field directors and has assumed 
direct supervision of the appointment of 
regional examiners. It has further re- 
fined its procedural activity in investigat- 
ing and trying cases and in filing inter- 
mediate reports on its findings of facts 
before issuing orders—a practice insti- 
tuted a year ago when the Supreme 
Court rebuked Sec. Wallace for his failure 
to make such a report in the Kansas City 
Stockyards case. These changes, together 


with the board’s astuteness in giving 


prominence to decisions favoring A.F.L. 


craft unions, have dimmed or erased 
much of the antagonism to the board’s 


methods. 


What Unit Is Best for Bargaining? 


One question not settled, however, is 
that which causes the A.F.L. anxiety- 
the problem of fixing a policy on how 
to determine the proper unit for collec- 
tive bargaining. The A.F.L. wants it 
made mandatory that a craft unit be 
given certification, where such a request 
is made, None of the board members be- 
lieves that such a change would work 
out well. However, NLRB decisions have 
reflected some differences of opinion, 
both before and since Leiserson’s appoint- 
ment. It is expected that the forthcom- 
ing House investigation will devote some 
time to studying this snarl. 

As far as the law is concerned, there 
are no restrictions on NLRB’s power. The 
Wagner Act states that the board “shall 
decide in each case whether . . . the unit 
appropriate for collective bargaining 
shall be the employer unit, craft unit, 
plant unit, or subdivision thereof.” And 
as cases have worked out, the board has 
certified craft groups here, plant-wide 
groups there. It even has certified the 
longshoremen of the entire Pacific Coast 
as one bargaining unit—a decision which 
satisfied the shipping employers, who 
handle labor relations on a coast-wide 
basis, but which displeased the A.F.L. 

Long before Leiserson, board member 
Ed Smith stated his position on this 
matter, in dissents from opinions where- 
in members Madden and Donald Smith 
favored small units. He said that the 
board should not give any minority 
group the power to hamper the majority 
of employees nor to interrupt produc- 
tion if the majority was satisfied. This 
view favored industrial unionism and 
infuriated the craft-union proponents. 

Scrutiny of the NLRB cases will show 
that in general decisions have been based 
on customary bargaining practices in 
the industry, where there was a custom 


to consult. For example, single-plant 
bargaining was certified in such cases as 
those involving Atlantic Refining Co., 
Motor Transport Co., Hoffman Beverage 
Co., Chase Brass & Copper Co., Indus- 
trial Rayon Corp., and Belmont Iron 
Works. On the other hand, multi-plant 
units were found appropriate in such 
cases as those of the Portland Gas & 
Coke Co., Remington-Rand, Shell Oil 
Co. of California, Rossie Velvet Co., 
Todd Shipyards Corp., and Pittsburgh 
Plate Glass Co. 

Leiserson holds that the board should 
not set an inflexible policy about which 
unit is best, but should follow the past 
history of collective bargaining within 
the industry and the locality where the 
issue arises. Generally, Madden believes 
this too, but Ed Smith holds to his 
belief that majority employee decisions 
work better in practice and as a general 
rule should be given right of way over 
minority groups, even if the latter have 
craft distinctions. 

Disagreements have frequent 
during the past few weeks, and others 
are coming soon. A half-dozen “major- 
ity decisions” with Leiserson and Mad- 
den overruling Smith, have shown the 
lineup described above. But in the 
American Can Co. decision of Aug. 3, 
Madden was the dissenter as Leiserson 
and Smith concurred—for different rea- 
sons—in denying separate standing 
to three A.F.L. craft units in the com- 
pany’s Brooklyn plant. Leiserson re- 
ferred to the previous labor contract, 
wherein a C.1.O. union had been desig- 
nated the exclusive bargaining agency, 
and declared that “the Board is not 
authorized by the act to split the appro- 
priate unit thus established . . . If the 
Board certified separate representatives 
for the three small groups . . . it would 
be substituting its own preference for 
the preferences of the employees and 
the employer.” 


been 


General Views Diverge 


Observers noted that Smith agreed 
with Leiserson’s specific conclusion that 


the craft groups were out of luck in this: 


case, but disagreed with his general phi- 
losophy. Smith said, “The past history 
in a plant is an important and persuasive 
factor . . . But I do not believe that the 
Board is precluded by anything in the 
act from finding a different unit to be 
appropriate.” 

All in all, the board is moving much 
more swiftly and surely now and is con- 
fident that complaints about its proce- 
dure will be fewer and fewer as time goes 
on. The speeding up of employee elec- 
tions has worked an important change; 
not only have employers been given the 
right to petition for relief, but the 
board is now insisting on up-to-date de- 
terminations. Formerly, eligible names 
for employee elections were frequently 
picked from payroll records antedating 
the actual vote by a considerable period. 


Business Week « August 2» 19% 
Now, the rule is to order new « 
if a time lag has brought any 
of disenfranchising new workers. 
pected that a greater confidenc: 
election returns will come fr 
ruling and that appeals from th« 
majority decisions will be less fr 
heard. 

NLRB continues to win appr: 
its rulings in both the Circuit ; 
preme Courts with almost clock-li} 
larity (BW—May13'39,p34). W 
Supreme Court in recess, the ( 
Court cases during May, June, an Jy 
yielded a box score like this: Tot, 
cases, 16. NLRB upheld in full, 7. NLRB 
upheld with minor modification, 9. Th: 
modification in most of these decisio; 
had to do with new hearings and ne 
ballot-taking, which satisfies the board 
inasmuch as it fits in with the NLRB’ 
present policy of keeping the electio; 
right up to date. 


Many Friends—As Well As Foes 


In the final analysis, Wagner Ae 
amendment seems to depend on thy 
record of the board and, of course. o 
the trend of politics. Nothing that | 
board can do will change the feeling 
of some members of the anti-Adminis 
tration bloc that it is good 1940 politics 
to oppose the Wagner Act as it sta 
now and the NLRB. On the other han 
the board has many friends, and if 
can keep out of trouble—that is, 
trouble—these friends can be counted 
on for real support. On the union sic 
the lobbyists are in a weaker positior 
than for some time past, principally be- 
cause of the continuation of the A.F.L- 
C.1.0. war, which means to the average 
legislator that one of them is going t 
be against him no matter what he does 

After the House resolution was passed 
Rep. Smith had a quiet off-record chat 
with the labor board, and concluded 
“Well, you fellows may find that I an 
not so bad as I have been painted, and 
I may find that you aren’t either.” Never 
theless, the fall hearings are expected 
to be pretty tough on both the act and 
the board. And all the appeals to reason 
which the board’s friends will make may 
fail to stop the trend toward a con- 
servatism that would restrict the power 
of government to help employees organ- 
ize against employers, 


Who’s Got the Bathrobe? 
Two or New York Criry’s strongest 
unions, both in the 99% organized 
clothing field, are at odds in a dispute 
which has its interesting elements. Inter- 
national Ladies Garment Workers Union 
has had most of the bathrobe contracts, 
but Amalgamated Clothing Workers 
(mostly men’s clothing) seems to be get- 
ting them now, under almost identical 
terms. Point is: is a bathrobe a lady’s or 
a gent’s garment? It’s a mighty tough 
problem. 
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Four Cases Hang Fire 
Tue BIG NEWs about the National 
Labor Relations Board is the House 
investigation (see p. 45), but cur- 
rently the board has been in the 
headlines for other reasons—as each 
of the four big Wagner Act cases 
reached some critical juncture. 

(1) The Ford case. Late last 
week the Ford Motor Co. notified 
the board that it would not abide 
by an order to reinstate 24 men 
discharged for union activity. A 
principal question is where the 
Constitutional right of free speech 
leaves off and an attempt to in- 
fluence employees in their selection 
of bargaining agencies begins. 

(2) Inland Steel case. Last 
week attorneys for Inland filed a 
brief with a federal circuit court of 
appeals protesting a board order to 
abandon an independent union and 
to put in writing an agreement with 
S.W.0.C. Big question is NLRB’s 
contention that an employer's re- 
fusal to sign an agreement is a 
refusal to bargain collectively. 

(3) The Bethlehem Steel case. 
Last week NLRB ordered Bethle- 
hem to disestablish its 20-year 
old employee-representation plan. 
Bethlehem at once petitioned the 
court of appeals. 

(4) Republic Steel case. The 





Central Council of Steel Plants, 
claiming to represent 50,000 of the 





60,000 employees in Republic’s 
Ohio plant, has accused NLRB of 
abuse of discretion in refusing to 
allow it to intervene in the dispute 
with C.I.O. A decision is to be made 
by the circuit court of appeals. 
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Boomlet in Raw Materials 


Germany’s urgent buying sends “war”? commod- 
ities upward—and Britain curbs shipments. U.S. gov- 
ernment bonds dip as banks sell. 


From GERMANY THIS WEEK came urgent 
buying orders for several important raw 
materials. With the execution of these 
orders there developed in the world’s 
markets a modest boom in “war” com- 
modities—a price bulge which distracted 
attention from tense stock markets, ex- 
cited foreign exchange dealings, and soft- 
ening bond quotations. 

This improvement in commodity 
prices, which had its feeble beginnings as 
much as 10 days ago, turned the trend 
after a decline which had carried to the 
lowest levels in nearly 14 months. Pos- 
sibly armament purchases don’t give the 
movement the real solid foundation that 
many would desire, but the rise benefits 
producers nevertheless. 

At the same time, the present inter- 
national situation has created cross- 
currents in commodity prices which may 
not at once be felt but which stand to 
have far-reaching consequences. Most 
conspicuous development was Britain’s 
response to Germany’s heavy buying of 
copper in London. The British Board of 
Trade, late Wednesday afternoon, took 
action to safeguard the nation’s supplies 


of vital war materials. It decreed that a 
long list of products, headed by non- 
ferrous metals, could not be exported 
without licenses. 

Germany had been buying copper 
(probably orders for 15,000 tons had been 
placed in the space of two weeks), lead, 
and rubber for delivery prior to Sept. 1. 
Simultaneously, it became known that 
the Reich had contracted for 11,000,000 
bu. of Rumanian wheat. Yugoslavia an 
nounced that the government was storing 
6,500,000 bu. of wheat for its own war 
stock pile. And Canada’s official wheat 
board announced, without explanation, 
that it had stopped all selling for the 
time being. 


International Trade Impeded 


Add up Britain’s curb on exportation 
of vital raw materials and all these 
artificial factors in the wheat market and 
it will be seen that the flow of inter- 
national trade has been still further throt- 
tled. Therein will be found some of the 
factors which tend to increase the diffi- 
culty of gauging the price situation 

Wheat is perhaps typical enough. The 
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world has record supplies for the cur- 
rent crop year. Yet the price has bounded 
in the last few days, partly on reports of 
buying to build war reserves and partly 
on the strength of Canada’s unexpected 
action in dropping out of the market. 
The situation in the United States 
had all the earmarks of tightening even 
before that. If the government will Joan 
the farmer 80¢ (Chicago basis) for stor- 
age of his new crop, whereas he can get 
barely 70¢ a bu. in the Chicago market, 





Industrial Traffic Manager—young, single 
wide experience with rates, routings, and 
rate adjustments University graduate— 
Master of Science in Business Adminis- 
tration Employed at present Seeks 
position with a future Mutual confi 
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Chrysler Corporation 
*DIVIDEND ON COMMON STOCK- 
The directors ef Chrysler Corporation bave de 
clared a dividend of one dollar and fifty cents 
($1. 50) persbare on the outstanding common stock , 
payable September 13, 1939, to stockholders of 
record at the close of business, August 24, 1939. 
B. BE. Hutchinson, Chairman, Finance Committee 








My Company is considerate of me, 


.. Lalso get group insurance. 


x *k * 
GROUP INSURANCE 
BUILDS BETTER MORALE 


Without obligation, salaried experts 
of the Aetna Group Division will 
gladly explain all forms of employee 
insurance and how they can be fitted 
to your requirements. 


tfoo.. 


Aetna group insurance is 
available forall coverages: 
Life—Pensions—Sickness 
— Accident—Hospitali- 
zation. 


JETNA LIFE 


INSURANCE COMPANY 


Hartford . . . Conn. 





is he going to sell? The rise in commodi- 
ties hasn't been confined to wheat, cop- 
per, lead and rubber. Slowly world sugar 
prices have advanced. Edible oils and 
fats have been doing much better. Hides 
have had a couple of runups. Even cocoa 
potentialities—has 


with its war-time 


rallied moderately. 


Setback in Government Bonds 


Far different is the situation in United 
States government bonds. There had been 
danger signals for some time. Last week 
This week 
there was a pretty severe setback. 

Offhand, it might be assumed that for- 
eign funds invested in Treasury securities 


there was a bit of selling. 


were being exchanged for dollars. Those 
closest to the market, however, say this 
has probably not been the case to any 
great extent. The selling has been wit- 
nessed largely in longer-term obliga- 
tions than those usually chosen as a 
haven for foreign funds. 

One convincing story is that a big 
bank decided, after defeat of the New 
Deal’s spending measures, that there 
probably would be a good upturn in 
American business based on private in- 
vestment. The institution reasoned that 
it could, if this developed, find more 
profitable investments than government 
bonds. It reasoned further that if war 
broke out it certainly would be able to 
buy back some of its bonds cheaper later 
on. So it began selling. Several other 
banks have followed suit. The liquidation 
gained such momentum that, by the mid- 
dle of this week, the market for domestic 
corporate bonds was adversely affected 
(and the unsettled market caused post- 
ponement of Northern Indiana Public 
Service’s $45,000,000 bond offering) . 
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New Way to Refund 


Present bondholders 9. 
exchange right. Rest of issu, 
to insurance companies, 


oes 


SOMETHING and different 
method of refunding a bond issu 
ing demonstrated by the New 
Power & Light Corp. The comp: 
outstanding $66,582,000 of 44° 
for which it offers to swap bond! 


NEW 


dollar for dollar, new 33% 30-yea 
Any of the new bonds which aren 
by holders will be sold to a gr 
big life insurance companies. 

The offer to exchange new bor 
old isn’t revolutionary, although 
exactly commonplace either. But 
such a thing is done, the cust: 
method is for a group of invest 
bankers to guarantee to take wu; 
market all the bonds which aren’t 
up by through the ex 
privilege. 

And the deal brings up several j) 
teresting points. In the old days th 
investment bankers would underwrite thy 


holders 


whole issue and get a commission on al 
the bonds—on those that were swapped 
as well as those the bankers were called 
upon to take up and offer to the publi 
Then the Securities and Exchange ( 
mission hazarded the opinion that th 
underwriters should be paid only for 
that portion which they actually har 
dled. 

There are both sides 
particularly when stocks are involved 
rather than bonds. Yet there have beer 
several instances in which underwriters 
have gone along with the SEC and have 


arguments on 








THE CREDIT RESERVOIR 


Relation of deposits to reserves of all Federal Reserve member banks 
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2K 50% boost in reserve requirements 
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1936 1937 1938 1939 


§ Final boost to lego! limit 
$4 Reserve requirements reduced 
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| a fee only on the unexchanged 


' Ip the case of these New York Power 
Light bonds, the present holders of 


ae s are to be offered the privilege of 
exchanging for 30-year 38s, series B. The 
insurance companies agree to take up to 
#44.000,000 of new bonds, but the terms 
offered them are different—25-year 34s 


at 1063. 

The price, the coupon rate, and the 
maturity are of interest to the bond 
world. If the 34% bonds the insurance 
companies get are worth 1064, then the 
gis probably will sell for about 1043. 
Inasmuch as the old 44s are callable at 
104.6 at the present time, that would 
make the new bonds fairly attractive to 
the present bondholders 


Around $1 Bonus 

However, it’s entirely likely that new 
sis will command, under present market 
conditions, a price of closer to 106— 
which should make them decidedly at- 


tractive to present bondholders. Such a | 
price on the 38s, moreover, would imply | 
that the 34s which go to the insurance | 


companies would be worth a little better 
than 1074 in the open market. Thus it 
would appear that the insurance com- 
panies are getting about $1 on the $100 
as a bonus on the bonds they will buy. 


All things considered, the operation | 


has a lot of the earmarks of an ordinary 


underwriting. Inasmuch as a few in- 


surance companies take the unexchanged 


portion without public offering, it also | 


has some of the characteristics of a 
private sale of bonds by New York 
Power & Light. And the SEC has an- 
nounced—although not mentioning any 
company by name—that it had lent its 
sanction to such a transaction. 

And, last but not least, if this sort of 
thing should become popular, the bond 
houses envision another type of inroad 
into their business. 


What’s Doing in Cocoa 


Prices rise a little 
recent depths. Some _ chocolate 
bars will be bigger. 

On THe New York Cocoa Excnance 
this week, cocoa futures pursued a peri- 


patetic course slightly above the 4¢ a | 


lb. level. Such prices represented a mild 
10-point recovery from the depths of 
recent weeks, when cocoa slumped to 
the lowest price since 1933's all-time bot- 
tom of 3.25¢ a lb. 

The 4¢ market didn’t upset 
chocolate manufacturers any. For, with 
ocoa at this level (and sugar cheap as 
well), manufacturers are finding a very 
comfortable spread between raw ma- 
terials and finished prices. As a result, 
America’s sweet tooth will have some 
igger nickel bars of chocolate this Fall. 

But African cocoa farmers didn’t 


cocoa 





from | 
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did the and the formation of a buving pool by 


neither 










like the market any; 

Brazilian cocoa growers, whose labor 12 of the 13 large exporting firms on th 
costs are somewhat higher. Just as cocoa Gold Coast (BW—Apr9'38,p.% They 

was actually used as money by the lost, through spoilage, an estimated 40 

Aztecs of Montezuma, so does cocoa 000 tons of cocoa, but prices in New 

literally mean money to the Negro York continued to slip from 6¢ to a 

farmers of the African Gold Coast. A shade better than 4¢. Then a British 

Gold Coast farmer produces, on the aver- commission was sent down to surveys ' 





conditions. It urged cooperative market 


age, a ton of cocoa a year. And figuring, 
ing, but chieftains and native farmers 


say, a 2¢ spread between the price of 
cocoa in the interior of the Gold Coast 
and the price ex-dock New York, an 
African farmer and his family in 1939 
will earn at best but $40 for an entire 





haven't been able to put it through 
The drop that recently took place in 
cocoa prices may in part be traced to the 


hand such 






larger visible supplies on 






year’s labor supplies in New York, for instance, are i | 
Last year, these African farmers with- about 88,700 long tons, against 43,260 
held their crop from the market, pro- long tons a year ago. In Great Britain, 





stocks at the end of June were almost 





testing the then low (6¢) price for cocoa 


















































COLLOIDAL 
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GRAPHITE 














The use of suitable oils containing ‘‘dag’’ col- 





loidal graphite provides a super lubricant which 














functions surely and effectively under the high 
temperatures met in some industrial operations. 






During peak loads when temperatures exceed 
the ordinary protective limits of oils or greases, 
‘““dag’’ takes over the load supplying the safe- 
guard needed. A recent improvement in ‘‘dag’’ 
now permits its stable suspension in low viscos- 
ity and volatile fluids which further contributes 
to the reduction of flake-off, carbon and wear. 










A request on your letterhead will bring Techni- 
cal Bulletin No. 130 and Folders 627 and 629, 
which supply data on the use of ‘‘dag”’ colloidal 
graphite as a high temperature lubricant. 


ACHESON COLLOIDS CORPORATION 


PORT HURON. MICHIGAN 
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SO FIRE ME... 
but I’m gonna finish first! 













You can’t talk to me like that .. I'll get another advertising agent. 





Hold on there, Joe. I'm gonna teach you the facts of 
life about business paper advertising if it costs me 
your account! 






But their circulation is so small... 





Right, my keen-witted friend. All they reach is your 
prospects, without waste! 







Well, why should YOU fuss about them. They're only a small 
part of the budget. 





Precisely. Business papers are the biggest advertis- 
ing value for the least money that any conscientious 
advertising agent can recommend. They can do more 
per dollar than anything else to help you make a good 
showing in your next financial statement. 








Oh, all right, Charlie. Simmer down and . . . 






Now you're getting sense, Joe. But while I’m at it, let 
me show you just how good business papers can be. 
Take a look at these A.B.P. publications on the list you 
tried to butcher. Your prospects subscribe to these pub- 
lications ... not for the fun of it, but to get the advice 
of editors who know their business. They’re not edited 
for you, but boy, what a chance they give you to reach 
your prospects. 












Charlie, you're the hottest-tempered, gol- 





darned smartest agent in the advertising 





business. Use all the business papers we 





profitably can. Make sure they're all like 
those A.B. P. Publications. 





















THE ASSOCIATED BUSINESS PAPERS - INC. 






a LOOK FOR THE TWO HALL-MARKS OF KNOWN VALUED 





terms of paid circu 


Highest editorial standards 369 LEXINGTON AVENUE, NEW YORK CABG Proved reader interest in 
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triple those of the previous yea 
750 tons, against 45,450 in June. g 
Meanwhile, the world map of 
undergoing significant change. L,; 
the United States imported 202.2 
tons of cocoa, which represented 
drop from 1937’s imports and g 
drop from the record year 1936 RB 
imports through June of this yea 
than doubled last year’s figures, a: 
sumption has been running subst 
ahead. 
The Gold Coast is normally the 
biggest producer of cocoa, averagi! 
ter than 40% of the world’s s 


| But when its farmers withheld th 


from the market last year, An 
manufacturers began to draw upon \; 
York warehouse stocks and to r 
Brazil, the second largest producer | 
result was that total American in 
fell from 276.362 tons to 202 275. 
imports of Gold Coast cocoa fell 
85,248 tons to 35,457, but imports 
Brazil increased a little, from 82,41] 
to 82,770 tons. 









Wheat Dumping Cost 


U. S. may pay nearly $40.. 
000,000 this year to subsidize 
exports, 


WHat PRICE pumMPING? The United Stat 
has been subsidizing wheat exports 


| enough so that the question now c: 


| answered pretty comprehensively. 


\ vear ago, when the United State: 


| started subsidizing exports of the br 


grain, domestic prices were only al 
7¢ a bu. above the world price. How: 
every major wheat exporting nation 
pressing grain for sale or was preparing 
to do so. World grain prices faded a 
and recently it has cost the United States 
around 30¢ a bu. (as compared wit 


| home prices) to sell wheat abroad. A 





as the new crop year starts, it looks 
though the export subsidy must be | 
tween 37¢ and 40¢ a bu. if Uncle Sa 
to do any business. 

Sec. Wallace is determined to rega 
100,000 ,000-bu.-a-year slice of the wor 
export trade in wheat for the Unit 


States (inasmuch as he is out only 
regain something the United States o 
had, he insists this isn’t dumping). A: 


| if he is to ship 100,000,000 bu. of wheat 


| abroad in the current crop year, it 


cost him close to $40,000,000 under pres 
ent circumstances. In the crop veat 
which ended last June 30, the exp 
subsidy program cost about $20,000,000 
Inasmuch as every other wheat export 
ing nation in‘the world is subsidizing or 
bartering or otherwise contributing 
fhe prevailing buyers’ market, the « 
rent season’s probable 500,000,000 bu 
export trade will cost sellers plenty) 
Buyers are sitting pretty, with prices t! 
lowest in the four centuries that recor 
of quotations have been kept. 
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COCO OOOO 


THE TRADING POST 


CAEEEEEEEETAAEA 
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Leiters 
In Memoriam 
We beg to advise you and wish to state 
That yours has arrived of recent date. 
We have it before us, its contents are 
noted; 
Our Mr. Smith tells us the price he has 
quoted. 
Attached you 
request, 
The sample you wanted and we would 


will find, as per your 


suggest 
Regarding the matter and due to the fact 
That up to this moment your order 

we've lacked 
We hope that you will not delay it 

unduly 
And we beg to remain, ever yours very 
truly. 

Thus the Caterpillar Tractor Co. kicks 
off in a smart new booklet on “Better 
Letters”. It’s intended for all the Cater- 
pillar employees who dictate or write 
letters and is designed to help them do 
a more effective job at it. 

Much of its content, of course, has to 
do with Caterpillar standards of prac- 
tice but the first part of the booklet takes 
a swing at the tripe that clutters up so 
many business letters. The opening 
chorus, already quoted, is an example. 
That might well be reprinted and pasted 
up where it can be seen by all the busi- 
ness letter writers of the land. Nothing 
kills the spirit of a business letter so 
effectively as the habitual use of the 
jargon so cleverly woven into these lines. 

PS. My secretary asks, “Why don’t 
you quote that last paragraph on page 
19”? Well, let’s see; here it is: 

“In some cases, the stenographer may 
be able to make major revisions of it, to 
produce a more effective letter than was 
dictated. Whether or not this is a prac- 
tice to be encouraged in individual cases 
depends upon the respective abilities of 
dictator and stenographer”. 

Now what did she mean by that? 


Horses 


Wutte we're so close to the subject of 
tractors, I think Wayne Dinsmore should 
have the floor to register a kick about a 
story that ran in the July 1 issue of 
Business Weex. It was headed “Farms 
Go Mechanical”, and reported the find- 
ings of the agricultural economics experts 
at the University of Illinois with respect 
to the inroads that have been made by 
tractors and power-driven equipment into 
farm operation. 

Mr. Dinsmore is Secretary of the 
Horse and Mule Association of America, 
and he cracks right back as follows: 

“This article aroused the ire of a num- 
ber of our members who had no objection 


to your publishing what you took from 
the bulletin, but who felt that you should 
have pointed out that when farmers use 
horses they have more money to spend, 
because in raising the animals they 
utilize a great deal of feed that other- 
wise would go to waste, such as cheap 
forage, pastures, etc. Then, the time 
employed in caring for the animals 
eventually is paid for when they are 
used or sold. Boiled down briefly, it 
amounts to this: time saved (and your 
article itself showed that productive 
work per month declined almost 25%) 
does not pay any dividends to the 
farmer; and while farm operators, ac- 
cording to this report, worked 56 days 
less in 1937 than in 1932, they did not 
get paid for the time not worked. It’s 
the old story—if a man does not work, 
he does not earn. 

“As I forecast in January, 1934, (our 
leaflet No. 211) a continued reduction in 
the use and production of horses means a 
continued reduction in farm markets, in- 
come and purchasing power. Farmers 
can use tractors if they want to and can 
do most of their farm work with them, 
but it means a continual demand for 
cash. This can only be obtained by sell- 
ing farm products on cash markets; and 
the continual pick-up of grains, meat 
animals and dairy products, because of 
the shift from animal power to mechan- 
ical power, has already depressed prices 
to a deplorable level and will make bad 
matters still worse if continued. The 
thing that amazes me is that more busi- 
ness men do not recognize the situation 
They are blind to their own interests.” 

It’s worth having a letter from Mr. 
Dinsmore, if only to study those fine 
cuts which adorn his letter-head. They 
show the heads of 15 breeds, ranging all 
the way from the Thoroughbred and the 
Arab to the humble Jack and the 
maligned mule. And these seem to be 
times when the horse needs a friend. The 
army is making much of its new “stream- 
lined” infantry division with 1100 motor 
vehicles of all kinds—and no _ horses. 
Even the “yellow-legs” are losing the 
horses that were immortalized for the 
American people by Remington, Schrey- 
vogel and others. Right now, at the First 
Army maneuvers in northern New York, 
attention is centered on the newly 
“mechanized” 7th Calvary Brigade with 
its complement of “hell-buggies” and 
other motor equipment—and no horses. 

I, for one, took it hard when the fire- 
engines lost those grand horses, and now 
with the field artillery and the cavalry 
and all the rest of them gone motor .. . 
Gosh, it looks as though Mr. Dinsmore 
and his associates have their work cut 


out for them. W.T.C. 


















































“Write for me. 
I’m free, bright, and 36 inter- 
esting pages long. I'll tell you 
what has been done, and what 
you can do, with commercial 
talking motion pictures. I'll 
tell you how they permit you 
to dramatize your product, 
personalize your company, 
and demonstrate every single 
point in your sales story!” 



































For Your Copy of SHOWMANSIS® 
Write the makers of , ee 
FILMOSOUNDS, the poor a 
ferred by leading users of — 
motion pictures. Bell & — 

r any, 1816 Larchmon oon 
Saheraet New York; Hollywoo : 
London. Established 1907. 


BELL & HOWELL 

































Chessie 


INVITES YOU 


Whenever business or pleasure 
takes you into her territory, Chessie 
invites you to travel the most inter- 
esting way—through The Chessie 
Corridor, where you'll be enthralled 
by a grand scenic panorama...no 
two miles alike...or refreshed at 
night in a quiet sleeping car that 
lulls you to Sleep Like a Kitten. 


Send for free copy of "‘Chessie’s 
TRAVEL DIVIDENDS” 


describing a number of trips of 
one, two or more days in The 
Chessie Corridor, combining exhila- 
rating travel by train and ship with 
interesting stopovers that pay you 
rich dividends in memorable expe- 
rience. Address Passenger Dept., 
Chesapeake and Ohio Lines, 839 
E. Main St., Richmond, Va. 


CHESAPEAKE 
and OHIO LINES 
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The Road to War 


. INTERPRETATION OF THE “WAR CRIsIs” set before 
the American business executive this week by our 
Foreign News Editor and his European correspondents 
provides a thoroughgoing study in political and eco- 
nomic realism that readers will be quick to appreciate 
and to apply to our own position in the international 
picture. 

What they have said about Stalin’s deal with Hitler 
speaks for itself. There is no need to point the moral 
of that repetition of the lesson we should have learned 
from Munich on how “practical” are some of our 
neighbors in this world in which we have been asked 
to make sacrifices for the scotching of aggression, the 
sanctity of treaties, the rights of small nations, and 
the cause of the common man. We may hope in pass- 
ing, however, that, this time, the lesson has been 
learned by those American communists and their fel- 
low-travelers who have been preaching to us on our 
duties under that gospel of collective security to which 
Russia was supposed to be the prime subscriber. 

The business man has more important—and far less 
obvious—lessons to learn from the Report to Exec- 
utives which appears in this issue with the title, “Busi- 
ness Under Arms”. In this report is set forth in 
inescapable facts and figures the cost of a war econ- 
omy. That cost in high taxes, restricted earnings, the 
diversion of investment to non-productive uses, de- 
pleted purchasing power, and lowered standards of 
living is impressive enough. But it should not be half 
so impressive as the cost in industrial restriction, sub- 
servience of business to government, regimentation of 
labor, and sacrifice of all the normal objectives of a 
free economy. 

This report brings these costs together for the first 
time, so far as we know, and, for the first time, isolates 
the industrial consequences of “preparedness” from 
its political aspects to give business leaders a clear 
pattern of the effect of a “war boom” on business, 


Orxe OF THE MOST SIGNIFICANT Lessons of the report 
lies in its evidence of how closely the developments in 
a democratic state, such as Great Britain, have approxi- 
mated those in a totalitarian state, such as Germany. 
Germany’s business pattern has already spread far 
beyond that of Britain but Britain is inevitably fol- 
lowing that pattern, adopting it as an “emergency 
measure”, just as the Germans thought they were in 
1933. The report adds, “France is already familiar 
with many of its forms. So are Japan and Italy .. . . 
Variations of the same emergency measures are creep- 


ing into the framework of nearly every couitry, 
usually on the basis that centralized authority is ) ces 
sary for some big job that needs to be don 
hurry.” 

This is no assertion that the European nations have 
sinned against civilization in permitting the distortion 
of their economic values. That is not the point. What 
has been done has been done under the argument of 
necessity. If the force of that argument does not im- 
press us when it is used by Hitler, it is likely to do so 
when we hear it from the mouths of those whom Hitler 
threatens and who have been compelled to confront 
him by many of his own methods. The argument will 
surely be persuasive enough whenever we face the same 
kind of threat. 


Nor IS THE WARNING set forth here so that we may 
escape it. The whole point is that we are extremel) 
unlikely to escape it if we are drawn into a similar 
situation. This is not just the story of what has 
happened in Europe but the story, by example from 
Europe, of what inevitably happens wherever military 
necessities become paramount, whatever the country, 
whatever its political philosophy. It is told so that, in 
a similar emergency, we may be prepared to make the 
best of what we must do and to understand the real 
causes of a change in our industrial system that poli- 
ticians will certainly try to sell us as a natural order 
of things to be perpetuated when the emergency is 
past. 

That understanding is, perhaps, the most important 
benefit we can derive from the picture of what has 
happened in Europe. We have already had our experi- 
ence with political leaders who have tried to tell us 
that the detours we have taken in emergencies are 
really on the straight line of progress. They or their 
successors will tell us this when we take the detour 
that leads down the road to war. Now is the time to 
familiarize ourselves with the map. 
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